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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Kent School District No. 415
September 1, 2021 through August 31, 2022

SECTION I - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of Kent School District No. 415 are summarized below in accordance with
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

Financial Statements

We issued an unmodified opinion on the fair presentation of the District’s financial statements in
accordance with its regulatory basis of accounting. Separately, we issued an adverse opinion on
the fair presentation with regard to accounting principles generally accepted in the United States
of America (GAAP) because the financial statements are prepared using a basis of accounting
other than GAAP.

Internal Control over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

o  Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the

District.

Federal Awards

Internal Control over Major Programs:

o Significant Deficiencies: We identified deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

o Material Weaknesses: We identified deficiencies that we consider to be material
weaknesses.
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We issued an unmodified opinion on the District’s compliance with requirements applicable to
each of its major federal programs, with the exception of the 32.009 — COVID-19 — Emergency
Connectivity Fund Program on which we issued an adverse opinion on compliance with applicable
requirements.

We reported findings that are required to be disclosed in accordance with 2 CFR 200.516(a).

Identification of Major Federal Programs

The following programs were selected as major programs in our audit of compliance in accordance
with the Uniform Guidance.

ALN Program or Cluster Title

10.553 Child Nutrition Cluster - School Breakfast Program

10.555 Child Nutrition Cluster - National School Lunch Program

10.559 Child Nutrition Cluster - Summer Food Service Program for Children
10.582 Child Nutrition Cluster - Fresh Fruit and Vegetable Program

32.009 COVID-19 — Emergency Connectivity Fund Program

84.027 Special Education Cluster (IDEA) - Special Education Grants to States
84.173 Special Education Cluster (IDEA) - Special Education Preschool Grants
84.173 COVID-19 — Special Education Cluster (IDEA) - Special Education

Preschool Grants
84.425 COVID-19 — Education Stabilization Fund

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
the Uniform Guidance, was $1,784,398.

The District did not qualify as a low-risk auditee under the Uniform Guidance.

SECTION II - FINANCIAL STATEMENT FINDINGS

None reported.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS

See Findings 2021-001, 2021-002, and 2021-003.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
Kent School District No. 415
September 1, 2021 through August 31, 2022

2022-001 The District did not have adequate internal controls for ensuring
compliance with requirements for time-and-effort documentation.

Assistance Listing Number and Title:  84.425, COVID-19 — Education

Stabilization Fund
Federal Grantor Name: U.S. Department of Education
Federal Award/Contract Number: N/A
Pass-through Entity Name: Office of Superintendent of Public
Instruction (OSPI)
Pass-through Award/Contract COVID-19 — 84.425W; 459549
Number: COVID-19 - 84.425U; 140614

COVID-19 — 84.425D; 120550
COVID-19 — 84.425U; 138100
COVID-19 — 84.425D; 130197
COVID-19 — 84.425U

COVID-19 — 84.425U; 712212

Known Questioned Cost Amount: $0
Prior Year Audit Finding: Yes, Finding 2021-001
Background

The objectives of the Education Stabilization Fund (ESF) are to prevent, prepare
for, and respond to the COVID-19 pandemic. In fiscal year 2022, the District spent
$30,615,680 of its ESF awards. This included $24,366,285 in the Elementary and
Secondary School Emergency Relief (ESSER II) Fund subprogram (84.425D),
$6,215,569 in the American Rescue Plan — Elementary And Secondary School
Emergency Relief (ARP ESSER/ESSER III) Fund subprogram (84.425U), and
$33,826 in the American Rescue Plan — Elementary and Secondary School
Emergency Relief — Homeless Children and Youth (ARP ESSER/HCY II)
subprogram (84.425W).

Federal regulations require award recipients to establish and follow internal
controls that ensure compliance with program requirements. These controls include
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understanding program requirements and monitoring the effectiveness of
established controls.

The District is responsible for ensuring it supports all payroll costs charged to the
program with adequate time-and-effort documentation, as federal regulations and
the awarding agency require. Depending on the number and types of activities
employees perform, time-and-effort documentation can be a semiannual
certification or monthly personnel activity reports, such as a detailed timesheet.
Time-and-effort documentation must also be signed and dated after the work is
completed.

Description of Condition

The ESF program allowed the District to claim ESSER II funds for continuing to
employ existing District staff, as well as for other activities that were necessary for
maintaining the operation and continuity of public school services during the
COVID-19 pandemic.

Our audit found the District’s internal controls were ineffective for ensuring it
supported all salaries and benefits charged to the ESF program with appropriate
time-and-effort documentation, as the awarding agency requires. The District could
not provide time-and-effort documentation for 126 food service workers paid with
funds through both ESF and another federal program.

We consider this internal control deficiency to be a significant deficiency.

Cause of Condition

District officials did not know about the requirement to obtain time-and-effort
documentation for staff paid with funds through ESF and another federal program.

Effect of Condition

The District did not obtain time-and-effort documentation for 126 employees
whose payroll and benefits costs totaling $2,768,175 were charged to the ESF
program.

Without adequate time-and-effort documentation, the District cannot demonstrate
compliance with the granting agency’s documentation requirements to support
costs charged to federal programs. Further, the District cannot assure federal
grantors that payroll costs charged to the program were accurate and valid.

During the audit, the District supported these payroll costs by providing alternative
documentation to show the employees worked on the programs, so we are not
questioning these costs.
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Recommendation

We recommend the District design and follow internal controls to ensure employees
complete time-and-effort documentation to support payroll costs charged to federal
programs.

District’s Response

The district acknowledges that it did not provide individual employee signatures as
part of a time & effort (T&E) demonstration for employees in the Child Nutrition
Program partially charged to ESSER. The district’s misunderstanding of this
requirement is due in part to the diverging guidance provided from OSPI and the
US Department of Education (USDOE),; USDOE has notified us in writing that they
do not require T&E for ESSER 2 & 3 expenditures fitting this description. It is
unusual for state and federal guidance to diverge in this way for a federal program,
but the district acknowledges the OSPI requirement and has prepared a corrective
action plan accordingly. The compliance issue sited is solely one of documentation,
rather than the actual allowability of the costs.

Auditor’s Remarks

We appreciate the District’s commitment to resolving the issue. We will review the
condition during our next audit.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), section 516, Audit findings, establishes reporting
requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes
the requirements for auditees to maintain internal controls over federal programs
and comply with federal program requirements.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 935, Compliance Audits, paragraph 11.

Office of Superintendent of Public Instruction Addendum to Bulletin 048-17
established requirements for documenting time and effort.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
Kent School District No. 415
September 1, 2021 through August 31, 2022

2022-002 The District did not have adequate internal controls for ensuring

compliance with federal procurement requirements.

84.027 — Special Education Grants
to States

84.173 — COVID-19 — Special
Education Preschool Grants
84.173 — Special Education
Preschool Grants

U.S. Department of Education,
Office of Special Education and
Rehabilitation Services

Assistance Listing Number and Title:

Federal Grantor Name:

Federal Award/Contract Number: N/A
Pass-through Entity Name: Office of Superintendent of Public
Instruction (OSPI)
Pass-through Award/Contract 307485, 338471
Number:
Known Questioned Cost Amount: $0
Prior Year Audit Finding: N/A
Background

The District spent $5,888,268 in Special Education Cluster grant funds during the
2021-22 school year. The objective of the Special Education program is to help
education agencies provide special education and related services to all children
with disabilities.

Federal regulations require recipients of federal awards to establish and follow
internal controls to ensure compliance with program requirements. These controls
include understanding grant requirements and monitoring the effectiveness of
established controls.
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When using federal funds to purchase goods or services, governments must apply
the most restrictive of federal requirements, state law, or local policies by obtaining
quotes or following a competitive bid process, depending on the estimated cost of
the purchase. Governments must also keep documentation supporting the
procurement method they used. District policy conforms to the most restrictive laws
for purchases, requiring written quotations from three or more qualified sources for
purchases of goods and services costing between $10,000 and $250,000.

In addition, state and federal requirements allow local entities to bypass normal
procurement laws through a process commonly referred to as “piggybacking.” This
process allows entities to purchase goods and services using contracts awarded by
another government or group of governments via an interlocal agreement or
cooperative. To comply with piggybacking requirements under state law, the entity
must enter into this interlocal agreement or cooperative and confirm the awarding
entity followed all procurement laws and regulations applicable to the awarding
entity before it purchases services or goods from the other entity’s contract.

A nonpublic agency (NPA) is an entity authorized by the Office of Superintendent
of Public Instruction under Chapter 28A.300 RCW to contract with a school district
to provide a program of special education services for students whose special
education needs cannot be met by their resident school district. NPAs are non-
procurement transactions, so districts do not have to demonstrate competition.

Description of Condition

Our audit found the District did not have adequate internal controls for ensuring
compliance with federal procurement requirements. Specifically, the District
procured special education services from a professional service contractor at a total
cost of $837,361 without obtaining sealed bids or announcing a request for
proposals, as federal regulations and District policy require. The District also
piggybacked onto another government’s contract to purchase special education
curriculum totaling $75,717, but did not retain supporting documentation showing
it verified the awarding government followed applicable procurement requirements
before purchasing the services.

We consider these deficiencies in internal controls to be a material weakness that
led to material noncompliance.
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Cause of Condition

The District had worked previously with the professional service contractor. Staff
thought the District did not need to competitively procure the services because the
contractor was on the NPA list. However, the contractor was no longer on the NPA
list during the audit period, and District staff did not know this before purchasing
the services. In addition, staff did not know the District needed to obtain
procurement documentation from the awarding agency to verify the process
complied with procurement requirements before purchasing the curriculum.

Effect of Condition and Questioned Costs

Without effective internal controls that ensure it follows procurement and
piggybacking procedures, the District cannot demonstrate it complied with
applicable federal procurement requirements and received the best price for the
curriculum.

Recommendation

We recommend the District establish and follow internal controls to ensure it
complies with procurement requirements for purchases of goods and services.

District’s Response

The district acknowledges that it did not request and retain the competitive bid
documentation in a situation where it “piggy-backed” on another governmental
entity’s purchase of special education curriculum materials. It further
acknowledges that it mistakenly coded expenses for a professional service
contractor to federal rather than state special education funds, this triggered
procurement requirements which were unintended. The compliance issues cited
are solely related to documentation, rather than the actual allowability of the costs.

Auditor’s Remarks

We appreciate the District’s commitment to resolving the issue. We will review the
condition during our next audit.
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Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), section 516, Audit findings, establishes reporting
requirements for audit findings.

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes
the requirements for auditees to maintain internal controls over federal programs
and comply with federal program requirements.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 935, Compliance Audits, paragraph 11.

Title 2 CFR Part 200, Uniform Guidance, section 318, General procurement
standards, establishes requirements for written procedures.

Title 2 CFR Part 200, Uniform Guidance, Section 319 — Competition, establishes
all procurement transactions are to be conducted in a manner providing full and
open competition.

Title 2 CFR Part 200, Uniform Guidance, section 320, Methods of procurement to
be followed, establishes requirements for procuring with federal funds by
nonfederal entities.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
Kent School District No. 415
September 1, 2021 through August 31, 2022

2022-003 The District did not have adequate internal controls for ensuring
compliance with allowable activities and costs, procurement, and
restricted purpose requirements.

Assistance Listing Number and Title:  32.009, COVID-19 — Emergency
Connectivity Fund Program

Federal Grantor Name: Federal Communications
Commission
Federal Award/Contract Number: CPF
Pass-through Entity Name: N/A
Pass-through Award/Contract N/A
Number:
Known Questioned Cost Amount: $9,289,675
Prior Year Audit Finding: N/A
Background

The Emergency Connectivity Fund (ECF) Program provides funding to meet the
needs of students and school staff who would otherwise lack access to connected
devices and broadband connections sufficient to engage in remote learning. This is
referred to as “unmet need.” In fiscal year 2022, the District spent $9,405,485 in
ECF Program funds to purchase tablets, mobile hotspots, routers, and broadband
services for students and school staff.

Federal regulations require recipients to establish and maintain internal controls
that ensure compliance with program requirements. These controls include
understanding grant requirements and monitoring the effectiveness of established
controls.
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Allowable activities and costs

ECF Program recipients may only seek reimbursement for the eligible devices and
services provided to students and staff with unmet need. Recipients are prohibited
from seeking and receiving reimbursement for eligible equipment and services
purchased for use solely at the school or held for future use (i.e., warehousing).

Procurement

When using ECF Program funds to purchase eligible services and equipment, the
Federal Communications Commission (FCC) requires recipients to comply with all
applicable state or local procurement laws by obtaining quotes or following a
competitive bidding process, depending on the estimated cost of the purchase. State
law and District policy allows for the purchase of goods and services from contracts
awarded by another government or group of governments via an interlocal
agreement or contract, often referred to as “piggybacking.” If entering into such an
agreement, the District must confirm the awarding entity followed all procurement
laws and regulations applicable to the awarding entity when selecting the service
provider.

Restricted purpose — unmet need

When submitting applications to the FCC, schools only had to provide an estimate
of their students’ and staff’s unmet need. However, when requesting
reimbursement, the District could only request program funds for eligible
equipment and services provided to students and school staff with actual unmet
need.

Restricted purpose — per-user limitations

The FCC imposed per-location and per-user limitations to maximize the use of
limited funds. Under the program, eligible schools could only be reimbursed for
one connected device and Wi-Fi hotspot per student or school employee with unmet
need.

Description of Condition

Allowable activities and costs/restricted purpose — unmet need

The District estimated unmet need for eligible equipment and services when it
applied for ECF Program funds. However, our audit found the District’s internal
controls were ineffective for ensuring it documented the determination of actual
unmet need and only requested reimbursement for equipment and services provided
to students and school staff. Specifically, the District purchased tablet computers,
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Wi-Fi hotspots and routers, based on its estimate of unmet need, and it requested
reimbursement for these purchases totaling $9,405,845. However, the District did
not maintain documentation showing it provided each tablet computer, Wi-Fi
hotspot, and router paid with program funds to a student or employee with unmet
need.

Procurement

Our audit found the District’s internal controls were ineffective for ensuring it
followed state law and its own policy when procuring equipment that it charged to
the ECF Program. Specifically, the District paid one contractor $9,062,998 for
tablet computers using a purchasing cooperative. However, the District did not
maintain documentation showing it verified the awarding entity met the most
restrictive procurement practices applicable to that entity. The District also paid
two contractors a total of $254,768 for mobile hotspots, but did not obtain quotes
from three or more qualified sources, as its policy requires.

Restricted purpose — per-location and per-user limitations

Our audit found the District’s internal controls were ineffective for demonstrating
it complied with the FCC’s per-location and per-user limitations. Specifically, the
District did not maintain documentation showing it monitored or had a tracking
process in place to ensure it only provided one device per user and location.

We consider these deficiencies in internal controls to be material weaknesses that
led to material noncompliance.

This issue was not reported as a finding in the prior audit.

Cause of Condition

Allowable activities and costs/restricted purpose — unmet need

District staff did not know about the requirement to request reimbursement only for
actual unmet need, and thought the estimate of unmet need provided during the
application process was sufficient to comply with this requirement. District staff
who were authorized to order eligible equipment and services did not know about
the required certifications stating that the District was only seeking reimbursement
for eligible equipment and/or services provided to students or employees with
unmet need.
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Procurement

Staff did not know they needed to obtain procurement documentation from the
awarding agency to verify the process complied with procurement requirements
before purchasing. Staff also did not know they needed to retain documentation to
support the procurement history of the mobile hotspots purchased from the two
contractors.

Restricted purpose — per-location and per-user limitations

Staff said they did not know the District could not provide more than one device
and/or connection per student and employee.

Effect of Condition and Questioned Costs

Allowable activities and costs/restricted purpose — unmet need

Because the District did not have documentation supporting whether it provided
eligible equipment and services to students and school staff with actual unmet need,
it cannot demonstrate compliance with the program’s requirements. Given the
nature of the program and circumstances, it is likely that at least some of the
equipment and services the District charged to the award addressed unmet needs.
However, the lack of a documented assessment of students’ and staff’s actual unmet
need means that all costs are unsupported. Since we do not have a reasonable basis
for estimating how much of the District’s expenditures are allowable, we are
questioning all unsupported costs.

Federal regulations require the State Auditor’s Office to report known questioned
costs that are greater than $25,000 for each type of compliance requirement. We
question costs when we find the District does not have adequate documentation to
support expenditures.

Procurement

The District cannot demonstrate it complied with the procurement requirements.
Additionally, it cannot be sure all interested contractors had the opportunity to bid
and that it obtained the lowest price for the tablet purchases and wireless services.

Restricted purpose — per-location and per-user limitations

Because the District provided some students and staff more than one device and
received reimbursement for them, it did not comply with the FCC’s requirement.
As noted in the allowable activities and costs section above, we are questioning the
costs for these devices and services.
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Recommendation

We recommend the District work with the granting agency to determine audit
resolution.

We further recommend the District establish and follow internal controls to ensure
staff fully understand the requirements for ECF awards. Specifically, the District
should:

e Request reimbursement only for eligible equipment provided to students or
staff with unmet need, and maintain documentation demonstrating
compliance

e Comply with state law and its own policy when procuring goods and
services paid with ECF Program funds, and keep documentation showing it
complied with procurement requirements

e Provide no more than one device per student and staff in compliance with
the ECF Program’s requirements

District’s Response

It is KSD’s position that all expenditures and actions associated with our
implementation of the Emergency Connectivity Fund (ECF) during the Pandemic
were entirely consistent with the spirit and intent of this emergency federal
program. KSD'’s understanding is that a vast majority of districts audited in this
program are receiving findings, and that state officials are in discussions with the
Federal Communications Commission (FCC) to achieve greater regularity clarity
moving forward. The district appreciates the State Auditor’s acknowledgement in
a June 5th Seattle Times editorial that greater clarity would have prevented nearly
all of the issues confronting school districts in this most recent audit cycle. We
agree.

Under the emergency conditions of the Pandemic, KSD was approved for funding
by the Federal Communications Commission (FCC) and mobilized quickly to
provide the devices necessary to equip students and staff for an emergency remote
or hybrid program of instruction. Based on the instructional program design, the
district provided devices to students and staff who needed them based on a number
of factors, including whether they had a device to begin with, or whether their
existing device was up to technical standards, including whether it had all required
software and security features to support the program.
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The district acknowledges that it is not able to produce the time-stamped
documentation required by SAO to verify the district’s process for determining
“unmet student need”; doing so would have apparently required a student-by-
student, staff-by-staff signature certification process during a Pandemic period
where such methods would seem highly impractical. — The district also
acknowledges that it did not request and retain the competitive bid documentation
from the purchasing cooperative used to procure some of the devices. Finally, it
acknowledges the limitations of our asset management inventory to prove, at a
historical moment in time, that we did not have multiple devices allocated to one
student, or any devices in temporary inventory that were funded with these ECF
funds. As a policy, KSD only allocates multiple devices to a student or staff person
when one is temporarily dysfunctional.

The ECF audit findings are an issue of statewide concern. We join the voices from
districts across the state asserting that more intergovernmental coordination could
have greatly reduced unintended impacts on school districts during this audit cycle.

Auditor’s Remarks

The State Auditor’s Office is sympathetic to the significant challenges the District
faced during the COVID-19 pandemic, and deeply respects its commitment to
student learning despite these challenges. SAO knows that in many cases,
governments across Washington received significant pandemic-era federal funds
without also receiving clear guidance on how to use them. Then, and now, SAO
continues to advocate for clear, timely guidance from federal agencies to make sure
Washington governments are not put in a difficult position at audit time.

However, when auditing federal programs of any kind, governments must provide
documentation to substantiate that they met the award requirements. As is our
practice and audit standards require, we will review the status of this finding during
our next audit. We value our partnership with the District in striving for
transparency in public service.

Applicable Laws and Regulations

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance), section 516, Audit findings, establishes reporting
requirements for audit findings.
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Title 2 CFR Part 200, Uniform Guidance, section 303 Internal controls, describes
the requirements for auditees to maintain internal controls over federal programs
and comply with federal program requirements.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 935, Compliance Audits, paragraph 11.

Title 47 CFR Part 54, Universal Service, Subpart Q, Emergency Connectivity Fund,
describes the ECF Program requirements.
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KENT SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
SCHOOL
DISTRICT Kent School District No. 415

September 1, 2021 through August 31, 2022

This schedule presents the status of findings reported in prior audit periods.

Audit Period: Report Reference Finding Ref. No.: ALN Number(s):
9/1/2021-8/31/2022 | No.: 1030682 2021-001 84.425

Federal Program Name and Granting Pass-Through Agency Name:

Agency: Office of Superintendent of Public Instruction
COVID 19 — Education Stabilization Fund, (OSPI)

U.S. Department of Education

Finding Caption:
The District did not have internal controls for ensuring compliance with federal time-and-effort
documentation requirements.

Background:

The objectives of the Education Stabilization Fund (ESF) are to prevent, prepare for, and
respond to the COVID-19 pandemic. During fiscal year 2021, the District spent $2,490,266 in
federal funding from the Elementary and Secondary School Emergency Relief (ESSER) Fund
subprogram award funded by the Coronavirus Aid, Relief, and Economic Security (CARES)
Act (ESSER I). Federal regulations require award recipients to establish and follow internal
controls that ensure compliance with program requirements. These controls include
understanding program requirements and monitoring the effectiveness of established controls.
Federal regulations and the Office of Superintendent of Public Instruction (OSPI) require the
District to have adequate time-and-effort documentation to support all payroll costs charged to
the ESSER I award. Depending on the number and types of activities employees perform, time-
and-effort documentation can be a semiannual certification or monthly personnel activity
reports, such as a detailed timesheet.

Corrective action the auditee plans to take in response to the finding:

Time and effort is no longer required for ESSER 2 & 3 so corrective action will be unnecessary
within that program and funding source. ESSER 1 funding in the district has been fully claimed
at this time.

The Executive Director will do a review meeting with internal budget and accounting staff in
June of 2022 and ensure that time and effort filing requirements are being met for all
non-ESSER programs in preparation for the 2022-23 school year. This meeting and
preliminary verification will be complete by August 1, 2022.
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Status of Corrective Action: (check one)

.
X Fully [ Partially 7 Not Corrected .
Corrected Corrected longer valid

U] Finding is considered no

Corrective Action Taken:

The district is following the OSPI approved time-and-effort process to ensure adequate
documentation is maintained in support of all payroll costs charged to federal programs.

On May 31, 2022, the Executive Director held a meeting with internal budget and accounting
staff to review Finding Ref. No. 2021-001 and discuss a corrective action plan. This included
an assessment of internal controls to ensure compliance with federal time-and-effort
documentation requirements.

A follow up meeting was conducted on June 3, 2022, to finalize and implement the corrective
action plan, to include certification of time-and-effort for all employees that may be charged
in part to ESSER II or IIl and other federal programs, as well as certification of time-and-
effort for employees working in single or multi-objective federal programs.

Office of the Washington State Auditor sao.wa.gov Page 21



INDEPENDENT AUDITOR’S REPORT

Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

Kent School District No. 415
September 1, 2021 through August 31, 2022

Board of Directors
Kent School District No. 415
Kent, Washington

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of Kent
School District No. 415, as of and for the year ended August 31, 2022, and the related notes to the
financial statements, which collectively comprise the District’s financial statements, and have
issued our report thereon dated October 30, 2023.

We issued an unmodified opinion on the fair presentation of the District’s financial statements in
accordance with its regulatory basis of accounting. We issued an adverse opinion on the fair
presentation with regard to accounting principles generally accepted in the United States of
America (GAAP) because, as described in Note 1, the Accounting Manual for Public School
Districts in the State of Washington does not require the District to prepare the government-wide
statements presenting the financial position and changes in financial position of its governmental
activities as required by GAAP. The effects on the financial statements of the variances between
the basis of accounting described in Note 1 and accounting principles generally accepted in the
United States of America, although not reasonably determinable, are presumed to be material.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

Office of the Washington State Auditor sao.wa.gov Page 22



A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the District’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described above and was not
designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist
that were not identified.

Given these limitations, during our audit we did not identify any deficiencies in internal control
that we consider to be material weaknesses.

REPORT ON COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. However,
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this report is a matter of public record and its distribution is not limited. It also serves to
disseminate information to the public as a reporting tool to help citizens assess government
operations.

%t

Pat McCarthy, State Auditor
Olympia, WA
October 30, 2023
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INDEPENDENT AUDITOR’S REPORT

Report on Compliance for Each Major Federal Program and Report on Internal
Control over Compliance in Accordance with the Uniform Guidance

Kent School District No. 415
September 1, 2021 through August 31, 2022

Board of Directors
Kent School District No. 415
Kent, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

Adverse and Unmodified Opinions

We have audited the compliance of Auburn School District No. 408, with the types of compliance
requirements identified as subject to audit in the U.S. Office of Management and Budget (OMB)
Compliance Supplement that could have a direct and material effect on each of the District’s major
federal programs for the year ended August 31, 2022. The District’s major federal programs are
identified in the auditor’s results section of the accompanying Schedule of Findings and
Questioned Costs.

Adverse Opinion on 32.009 — COVID-19 - Emergency Connectivity Fund
Program

In our opinion, because of the significance of the matter described in the Basis for Adverse and
Unmodified Opinions section of our report, the District did not comply, in all material respects,
with the types of compliance requirements referred to above that could have a direct and material
effect on 32.009 — COVID-19 — Emergency Connectivity Fund Program for the year ended
August 31, 2022.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its other
major federal programs identified in the accompanying Schedule of Findings and Questioned
Costs for the year ended August 31, 2022.
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Basis for Adverse and Unmodified Opinions

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Our responsibilities under those standards and the Uniform Guidance are further described in the
Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the District and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our adverse and
unmodified opinions on compliance for each major federal program. Our audit does not provide a
legal determination of the District's compliance with the compliance requirements referred to
above.

Matter Giving Rise to Adverse Opinion on 32.009 — COVID-19 - Emergency
Connectivity Fund Program

As described in the accompanying Schedule of Findings and Questioned Costs and in Finding
2022-003, the District did not comply with requirements regarding 32.009 — COVID-19 —
Emergency Connectivity Fund Program for activities allowed, allowable costs, and restricted
purposes special test requirements. Compliance with such requirements is necessary, in our
opinion for the District to comply with the requirements applicable to that program.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements
applicable to the District’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the District’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards and the Uniform Guidance will always
detect a material noncompliance when it exists. The risk of not detecting a material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Office of the Washington State Auditor sao.wa.gov Page 26



Noncompliance with the compliance requirements referred to above is considered material, if there
is a substantial likelihood that, individually or in the aggregate, it would influence the judgement
made by a reasonable user of the report on compliance about the District’s compliance with the
requirements of each major federal program as a whole.

Performing an audit in accordance with GAAS, Government Auditing Standards and the Uniform
Guidance includes the following responsibilities:

o Exercise professional judgment and maintain professional skepticism throughout the audit;

o Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the District’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances;

e Obtain an understanding of the District’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control over compliance. Accordingly, no such opinion is expressed; and

e We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and any significant deficiencies
and material weaknesses in internal control over compliance that we identified during the
audit.

Other Matters

The results of our auditing procedures also disclosed instances of noncompliance which are
required to be reported in accordance with the Uniform Guidance and which are described in the
accompanying Schedule of Federal Award Findings and Questioned Costs as Findings 2022-001
and 2022-002. Our opinion on each major federal program is not modified with respect to these
matters.

District’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
District’s response to the noncompliance findings identified in our compliance audit described in
the accompanying Schedule of Federal Award Findings and Questioned Costs. The District’s
response was not subjected to the other auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.
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REPORT ON INTERNAL CONTROL OVER COMPLIANCE

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed. Our consideration of internal
control over compliance was for the limited purpose described in the Auditor’s Responsibilities
for the Audit of Compliance section above and was not designed to identify all deficiencies in
internal control over compliance that might be material weaknesses or significant deficiencies in
internal control over compliance and therefore, material weaknesses or significant deficiencies
may exist that were not identified.

However, we identified certain deficiencies in internal control over compliance that we consider
to be material weaknesses and significant deficiencies. In the accompanying Schedule of Federal
Award Findings and Questioned Costs, we consider the deficiencies described in Findings
2021-002 and 2021-003 to be material weaknesses and the deficiencies described in Finding
2021-001 to be a significant deficiency.

District’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
District’s response to the internal control over compliance findings identified in our audit described
in the accompanying Schedule of Federal Award Findings and Questioned Costs. The District’s
response was not subjected to the other auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.
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Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It also
serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

%t

Pat McCarthy, State Auditor
Olympia, WA
October 30, 2023
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements

Kent School District No. 415
September 1, 2021 through August 31, 2022

Board of Directors
Kent School District No. 415
Kent, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Unmodified and Adverse Opinions

We have audited the financial statements of Kent School District No. 415, as of and for the year
ended August 31, 2022, and the related notes to the financial statements, as listed in the financial
section of our report.

Unmodified Opinion on Regulatory Basis of Accounting (Accounting Manual)

As described in Note 1 the District has prepared these financial statements to meet the financial
reporting requirements of state law and the accounting practices prescribed by the Accounting
Manual for Public School Districts in the State of Washington (Accounting Manual). Those
accounting practices differ from accounting principles generally accepted in the United States of
America (GAAP). The differences in these accounting practices are also described in Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the regulatory basis financial position of Kent School District No. 415, as of the year ended August
31, 2022, and the regulatory basis of changes in financial position thereof for the year then ended,
on the basis of accounting as described in Note 1.

Adverse Opinion on U.S. GAAP

The financial statements referred to above were not intended to, and in our opinion they do not,
present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of Kent School District No. 415, as of August 31, 2022, or the
changes in financial position or cash flows thereof for the year then ended, because of the
significance of the matter discussed below.
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Basis for Unmodified and Adverse Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and Governmental Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the District, and to meet
our other ethical responsibilities, in accordance with the relevant ethical requirements relating to
our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our unmodified and adverse audit opinions.

Matter Giving Rise to Adverse Opinion on U.S. GAAP

Auditing standards issued by the American Institute of Certified Public Accountants (AICPA)
require auditors to formally acknowledge when governments do not prepare their financial
statements, intended for general use, in accordance with GAAP. As described in Note 1 of the
financial statements, the government-wide financial statements are prepared by the District in
accordance with state law using accounting practices prescribed by the Accounting Manual, which
is a basis of accounting other than accounting principles generally accepted in the United States of
America. The effects on the financial statements of the variances between the regulatory basis of
accounting described in Note 1 and accounting principles generally accepted in the United States
of America, although not reasonably determinable, are presumed to be material and pervasive.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the financial reporting provisions of state law and the Accounting Manual
described in Note 1. This includes determining that the basis of accounting is acceptable for the
presentation of the financial statements in the circumstances. Management is also responsible for
the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
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Government Auditing Standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

Performing an audit in accordance with GAAS and Government Auditing Standards includes the
following responsibilities:

o Exercise professional judgment and maintain professional skepticism throughout the audit;

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements;

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the District’s internal control. Accordingly, no such
opinion is expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements;

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going
concern for a reasonable period of time; and

e We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit, significant audit findings, and
certain internal control-related matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken
as a whole. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations (CFR) Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). The Schedule of Long-Term Liabilities is also presented for
purposes of additional analysis, as required by the prescribed Accounting Manual. These schedules
are not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements, and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and
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other records used to prepare the financial statements or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated, in all material respects,
in relation to the financial statements as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated
October 30, 2023 on our consideration of the District’s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness of internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District’s internal control over financial reporting and
compliance.

%t

Pat McCarthy, State Auditor
Olympia, WA
October 30, 2023
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FINANCIAL SECTION

Kent School District No. 415
September 1, 2021 through August 31, 2022

FINANCIAL STATEMENTS

Balance Sheet — Governmental Funds — 2022

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental
Funds — 2022

Statement of Net Position — Fiduciary Funds — 2022

Statement of Changes in Fiduciary Net Position — Fiduciary Funds — 2022

Notes to Financial Statements — 2022

SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Long-Term Liabilities — 2022
Schedule of Expenditures of Federal Awards — 2022
Notes to the Schedule of Expenditures of Federal Awards — 2022

Office of the Washington State Auditor sao.wa.gov Page 34



00°0
ZL 0L6'0CT
T9 €TE€'096°ST

09°8€6°295"¥%9¢C

00°0

00°0

09°8€6°295'¥9¢C

00°0

00°0

00°0

00°0
6T1°009°909°¢€
6T°TZ0'868

00°0
00°0
9T ¥SL'¥¥Y

08 €¥8°99T'6
0€"IVE 667
08°288°525'%9
LY YT ¥PHL T~
€5°60T 99T L8T

Te30L

00"
62"

€9°

0
9L

696 'T6T

00°0

00"

€G9°

00"
00"
00"

00"

00"

00"
00"

00"
€s”

0

696 “T6T

0
696 °C6T

pung
jusueurxad

00°0
LS ¥8Y

€G°€T9LIFV'T

00°0

00°0

€S°ETI9LIV'T

00°0
00°0
00°0

00°0

00°0

00"
00"
00~
00"

m O O O O

€5°€T9 L9V T

pung
STDTYSA
GOﬂQNQHOQWﬂMHB

00°0
8T LLZ'S6E'Y

60°%99°68% 96

00°0

00°0

60°%99°68% 96

00°0

00°0
00°0

00°0

00°0
00°0
00°0

00°080°880°S
00°080'88

LY €9T'TL6'TT
ZE€ ¥Z9 10T~
Y6 %96 'C¥¥ 6L

pung
saoeload
Te3Tded

00°0

9L°856'%

LL*6ST'880'T¥

00°0

00°0

LL°6ST 880 T¥

00°0
00°0

00°0

00°0

L0°L09°Z9¢€

00°0

8T 06T LEE LT

00°0

zgrzoz'sse’ex
pung

°DTAIDS
3qea

zzoz ‘1€ 3snbny

00°0
8€°T8C

8L°82S

00°0

00°0

8L°82S

00°0
00°00¢
00°0

00°0

00°0

00°0

0¥ 6vS

v¥veo
28" E€IL

Spung TejljuswuIsAo) - 399YS Sdueled

ST% "ON 3IOTIISTQ TOOYDS 3Fuel

‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

L 0L6'0CT
‘06 €V SET'6SY TT

‘ogg’e 06°266°€66°CZT

00°0

00°0

‘0gE’e 06°266°€66°2TT

00°0

00°0

00°0

00°0
6T°00€'909°¢€
6T°T20'868

00°0
00°0
9T ¥SL'¥VY

€L79ST'9TL €
‘9%T 06" TTIL'¥9T

ST 62%'9TC 'S¢
've- TL'SS6°'8T9'T-
‘Lozc’'e 6T°5L5'99%°08

pung pung
gsvy Texsusn

aTqeled 31S9I93UIl PONIDOY
Jusxan) STqedAed S3DRIIUOD
oTqeded S3UNODOY
SHILITICIVIT

SHDYNOSHEY 40 SMOTALNO
IYITIFTA ANV SILISSY TYIOL

SHDYNOSHY
40 SMOTALAO QIYYIAIA TVLOL
I9Yl0 - se9dInosay

JO SMOTI3NQO paiisiad

$SHEDYNOSHY
40 SMOTALNO AIYYIIAA

SLASSY TV.IOL

atsodsq
A3TINDSS SoueINsSuUI-JISS

uoT3esusdwo)
pPaII19I9(Q-S3jUSBWISDAUT

293snilL
YITM UYseD/sSIuswisssul

S3uUSW3}sSaAUT
swa3I pTedsid
Az03usAur

oTgeATSD9Y
3S9I193Ul PONIDOY

STqeAT®D9Y SUBROT PUNIISIUIL
STORATSD9Y S3UNODDY

S3TUN TEeIUSWUISAOD
I9Y3l0 woxg ang

spung I9U30 wWoxd ang
STJeAT2D9Y SaXe],
purtpuelsing SjueIIeM SNUTK
sjusTeaTnby ysep pue ysed

S3988SVY

Page 35



96°L65°L59'VC
TE€"STS'8¥T’'9¢
¥Z 0TV €L6'9L
8€°TC9'699'%

9T 6EL'LES'HI

08°288°525'%9
9%°998'TT

Ly T9L'LEZL'9T
0070

00°0

00°0

00°0

00°0

00°0
0€"I¥E’'667
9z 0%L'T¥6 '€
85 €%
66°522'620'C

9L°€58°580'%

00°0

sz zLe
Te30L

vz €68'LT
00°0
00°0
00°000°99T

00°0

00°0

62°9L

0070

00°0

pung
jusueurxad

00°0

00°0

96°8€T'L9V'T

00°0

00°0

00°0

00°0

LS ¥8%
00°0

00°0

00°0
00°0

00°0

00°0

pung
STDTYSA

uotjejaodsuer]

06°%€8'80C'T
TE SIS '8%T 9¢
LL TOL'TITIV 2
00°0

LY €9T'ZL6'TT

LY €9T'ZL6'TT
00°0

$9°8%7'8%9°%
00°0

00°0
00°0
00°0
9% TLT'€ST

00°0

00°0

00°0

00°0
00°0
pung
saoeload
Te3Tded

00°0
00°0
€8°0T6'S¥L €T
00°0

8T 06T LEELT

8T 06C'LEE LT
00°0

9L°8S6'%
00°0

00°0

00°0

00°0

00°0
00°0

00°0

pung
°DTAIDS
3qea

zzoz ‘1€ 3snbny

‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

00°0

00°0
96°TTv'8CC’C
00°00¢€

00°0

00°0

28°908°TOT

00°0
00°0

¥y G2 'TT

00°0

00°0

00°0

pung
gsvy

Spung TejljuswuIsAo) - 399YS Sdueled

ST% "ON 3IOTIISTQ TOOYDS 3Fuel

z8'698'0C% €T
00°0

zL 9gT'0CT L
8€°TCE'¥0S 'Y

19°S8Z2'8ZTZ'S€E

ST '62%’'9TC 5S¢
9%°958'TT

6€°986 'TL6'TT
00°0

00°0

00°0

00°0

0% " ¥%9'¥vecC
9z 0%L'I¥6 '€
8597 ¢€¥
66°522'620°C

9L°€58'580'%

00°0
scrcLe

pung
TeIsusn

soueTedg pungd paubrssy

opueTed PUNg PO3IITWWOD

9dueTedg pung poa3oTIISD{Y

soueTed pund 9TqepusdsuoN

SHDNYIVE aNNg
SEDYNOSHY

d40 SMOTANI QH¥¥IAAA TVIOL

STJeAT2D3Y SaXe],
onusasy oTgeITesrun

onusAy STgeTTeARUN

SHDYNOSHY

J0 SMOTJNI QEHYITIAA
SHILITIAVIT "TVLOL

oTqeled 93eqey 9H6eIITIY

sTqeied

1s92I923Ul puodg paaInien

oTgedAed spuog painiep

onusA®y pauilesaun

s3Tsodaq

oTqeded SuUBOT PUNFISIUTL

spund I9y3io O =nd

oTqeled sitisusg
ookoTdwg polewWIIsH

a1qeled

uotjesusadwo) paixsisd

satun

TRIUSWUISA0D JI2U30 O =Nnd

aTqeled soxe]

pue suotjonpag TToxked

SSHILITIEVIT

oTqeded so30N uoTjedIDTjuy

SOTIBTES PaNIDOY

Page 36



‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

HADONYTVE

aNnd AaNVY ‘SHEDYNO0SHY

40 MOTANI dHIIHIHA
09°8€6°295"¥%9¢C €5°696'CT6T €G°€T9LIV'T 60°%99°68% 96 LL*6ST'880'T¥ 8L°8Z5°0€€’T

Page 37

06°266°€66°2CT ‘SHILITIEVIT TVIOL
L8 LEV'L6T'ELT $Z €68°CZ6T 96 "8ET'LIV'T 86°TS0'698°6L €8°0T6'SVL €T 96°TZL'8ZT’'T 06°0ZL'E6L'SY HONVIVE dNNd TYLOL
86°26C'8¥%L'0¢€ 00°0 00°0 00°0 00°0 86°26C'8¥%L'0¢€ eoueTed pund paubIisseun
Te3oL pung pung pung pung pung pung
jusueurxad STOTYSA s3oslfoag 90TAISS gasvy Texsusd
uotjejaodsuer] Teatdep 3199a

zzoz ‘1€ 3snbny
Spung Te3luswuIaA0p - 3IO9YS SdueTed

ST% "ON 3IOTIISTQ TOOYDS 3Fuel



09°082'99%'1¢

Z6°966°'€20°C
8€°699'T
08°996'€LT
00°0
9L°T69'6TC LT
80°T60°'T0C'C
9€ €YY TLY ' 9T
€8 T9L'L0OS €

€8°€€L'0C0'T
€0°626'589 8L
9L EVE'6CS
8L°95€'T¥0'S
62°€06'8%T'C
0T €25°'090°2¢
00°0

TP ST0’S€EL’ST
Z9°8¥%6'LE9 €9
9% 8%€'999°2¥%¢C

09°ZvT’'9LV €TS
L9°6LT'T89

8L°088°'609'69
L 66L'02T'0CE
€% 282 €96 CET

Te30L

6L°8T

96°6€T'T
96°6€T'T

pung
jusueuIad

00°0

08°596'¢€LT

LL $PPT '8TE'T

00°0

0070

TL TTY'STE'T

so0-zze'e
pung

STDTYSA
ﬂO._uD.Wnu.HOnwmﬂM.H_H

spung TeluswuIsaAod

00°0

8€°699'T

00°0
9L°T69'6TC LT
80°T60°'T0C'C
9€ €YY TLY ' 9T
€8 T9L'L0S €

PL €69°0TS'S€E
00°0
00°080°880°S
9z°989°L8L"€
8% 826°'%€9'9¢C
pung

s3oeload
Te3Tded

0070000260

65°280°LOV EE

Y1 ¥IZ'S2CL

00°0

S¥°898'T89'C¢
pung

°DTAIDS
3qea

$0°STL'020'T

L8 ELI9'TST'T

L8°€L9'ZST'T

pung
gsvy

Zz0oz ‘1€ 3snbny pepud Iesx °y3j I0d

- ®oueTed pund ur sabueyp pue

STV

‘seanjtpusdxy

*ON 39TIISTQ TOOYDS 3Fuel

‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

09°082'S¥%S

Z6°966°'€20°C

€0°626'589 8L
9L EVE'6CS
8L°95€'T¥0'S
6Z°€06'8%1T'C
0T €25'090°2¢
00°0

TP ST0‘S€EL’ST
Z9°'8¥%6'L€9' €9
9% 8%€'959°2¥%<C

L9°L0E'980°CS¥
TL 6€0°T89
¥9°985'96L'€9
YL T69'LIT'STE
85°686°'06%'CL

pung
Texsusn

‘gsenusAsy JO juswelels

TedIoutad

fHDIAY¥ES LEdd

I9Y30

osear] pue saTes
qusudtnbg uotjejxodsuerl,
Abasum

ABoTouyos], TeUOTIDNIISUT
Jusudtnbg

bButpting

CERRS

FAYTILAO TVLIAVYD

I9U10/SSTATATIOY JUSpNls
seoTAISs 3xoddng

S9DTAISS AjTUnWWOD

6T-AIAOD SNTNWIJS TeIdpad
swerbord TeuoT3IdoNIISUI I9Y30
swexboixd Axojzesusdwo)d

Is3us) TTITHS

UOTIedNPH TBUOTILDOA
uoTjeonpd Teroads

UOTIONIFSUT TeTnboy

S LNHIIND
P SHINLIANIIXH
SHANIAHY TYILOL

I9Y30
Texspad
°@3e3s

TeooT

:SHANIHAHY

Page 38



L8 LEV'L6T ELT

00°0
TI°ZSP'0TIv‘TET

GL°586°988°0%
6€°CIL'0TE TY
69°5CT'6T
00°0
€0°9L2'260"G-
€0°9LT'C60'S
00°0

0L°985'162'C¥

¥9°9zL'€Cy T~
$Z°696°668°%ZS
00°209'88¢
€2°59€'626'6
Te3or

$Z €68°CT6T

00°0
LO"ZTLY9'T6T

LT TZZ'T
00°0

00°0

LT T2TT'T
6L°8T

pung
jusueuIad

96 8ET'L9V'T

00°0
88°%90°€90'T

80°¥L0'¥0¥%
68°%0Z 0%9-
0L°500'8
0070
65°0TZ'8¥%9-
00°0

00°0

00°0

L6°8LT'¥V0'T
08°596'€LT
00°0
0070

pung

STDTYSA
ﬂOﬂDNDHOQmﬂMHH

86 TS0'698°6L

00°0
¥8°%0L‘220'%S

PT LYPE'998'ST
I8°2TI6°920'0%
0070
00°0
6T°685°'T9C'C-
00°0
00°0

00°z05’'88Z'2Z¥

L9°595'08T %1~
I9°6ST'169°6%
00°Z09°88¢
0070

pung

s3oeload
Te3Tded

€8°0T6 'SPL ET

00°0
P¥°S%0°80S°9T

6€°G98°LET L
€T°TL8"TT9'¥
0070
00°0
00°0
€5°98L'6T19'F

0L ¥80'¢€

9T ' ¥66'¥19°C
€%°880°CZ6L'0€E

€%°880°2L8'6
pund
°DTAIDS
3qea

96°TTL'8TT'T

00°0
€T°€9L°960°C

€8°896 ‘TET

€8°8596'TE€T
$0°STL’020'T

pung
gsvy

Zz0oz ‘1€ 3snbny pepud Iesx °y3j I0d

STV

spung TejusuwuIsAo) - edueTedg pung ur ssbueyp pue

‘seanyTpusdxy

*ON 39TIISTQ TOOYDS 3Fuel

‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

06°0ZTL €E6L"S9

00°0
9L°10Z°82S’8S

PT 6TS'S9C L
9L°998°869 T~
66°6TT'TT
00°0

Sz oLv'z8T 'C-
05°68%'CLY
00°0

00°0

06°58€'%96'8

LL°TZT6'TZT E€¥¥

08°9LT'LS

pung
Texsusn

HONVIVE dNAd TVLOL ONIANH

sjuswa3jelssy
IO SUOTIDDIAIO) (S)IBSX JIOTId
HONVIVE dNNd TVLOL ONINNIDHAL

SHESN ONIDNVNIJA ¥YHHILO ANV
SHINILIANAAXT (YIANN) ¥YHAO SHDYNOS
ONIDNVNIA ¥IHIO/SHANIATZY 40 SSHOXH
(sdEsn) sADYNOS ONIDNYNIA ¥THLO TIV.IOL
I3Yy3o
(5€5 TH) seosn burtoueurd IaY3l0
(9€Ss 1D) INO sasJsuell
ul sasjsuel]
Butoueutd wis]-buoT

saTes
puog burtpunisy ® sSaTeS puod

¢ (SESN) SHDYNOS ONIDNVYNIA ¥YHHILO
SHYNLIANAIAXHE (YHAANN) ¥IAO SHOANIATY
SHINLIANIEAXH TVLOL

souenssI AasT/puodg

sabxeyp I9YlQ pue 3saI23ul

‘gsenusAsy JO juswelels

Page 39



9€°698°0ST
00°0
9€°698°0ST

00°0

00°9€0'T
00°0

00°9€0'T

9€°S06 ‘TST
00°0

00°0

00°0

00°0

00°0

00°0

00°0

00°0

00°0

00°0
0€°SSC'¥
00°0
90°0S9'L¥PT
00°0

00°0

3snit

esoding
°@3eATId

‘Juswa)e)s [eroueul siy} o ped [eiBajul ue ale sejou Buikuedwoooe ay |

00°0 NOILISOd LIN TVIOL
00°0 sesodang IsYyap 104 PoIDTIISSY
I1dd - SJIUSWUISAODH ISYI0O PUL 'SUOTIeZTUebIQ ‘STENPTATPUI I0J PoIDTIISSY
00°0 AD - SJUSUWUISA0H ISYJ0 PUR ‘SUOTIezZTURLIQ ‘STENPTATPUI I0J PoIDTIISSY
00°0 TedIouTxd 3ISNIL 3I0e3UI I04 Po3DTIASSY
:103 peo3oTIlSey

*NOILISOd LiAN

00°0 SHILITIEVIT TVIOL
00°0 S3TUN TeIUSWUISAO0D ISY30 OL =and
00°0 STgeLed S3UNODOY
SSEILITIEVIT
00°0 SLASSY TV.IOL
00°0 quswdtnbyg ‘uorjerosxadsq wnooy
00°0 sbuTtpiIng ‘uoTrjerosadsg wnooy
00°0 Jusudtnbg ‘s3isssy Teatde)d
00°0 sburptIng ‘s3isssy Teatded
00°0 pue ‘s3sssy Tearde)
00°0 53988y I92Y310
00°0 993SNIL YITM UYseD/SijuswuissAaul
000 SJQUSWI]SSAUT
00°0 STQRATSD3Y 13IS2I23UI PONIDDY
00°0 STORATSD9Y S3UNODOY
000 SI3TUN TBIUSWUISAOH ISYJI0 WOoIg =ng
000 Butpuelsino sjueIreM SNUTW
00°0 sea1] A3D Yyatm 3tsodeg uo ysep
00°0 PpueH uQ ysep
00°0 yseD 3saxdwl
:SLASSY
spung
TeTpPO3IsSN)

zzoz ‘1€ 3snbny
UOT3TSOd 3IoN AIeTONpTd JO Juswealels

ST% "ON 3IOTIISTQ TOOYDS 3Fuel

Page 40



9€°698°0ST
00°0
L0°99€'Z8T
TL 967 'T€~
Z€°809'6€
00°0

86 %1
00°0
Y€ €65°6¢€

TI9°TITIT’S
00°0
00°0

197986
00°0
197986
00°0

00°SZT’L
00°0
00°0
00°0
00°SCT L

3snalL
esodiang
93eATId

00°0
00°0
00°0
00°0
9% €6
00°¢6
00°0
9% T
00°0

9% €6
00°0
00°0

9% €6
00°0
9% €6
0070

00°0

00°0

00°0

spung
TeTpPo3sNd

Zz0oz ‘1€ 3snbny pepud Iesx °y3j I0d

UOT3TSOd 3IS9N LIeTONPTd UT sebueyp Jo juswelels

ST% "ON 3IOTIISTQ TOOYDS 3Fuel

‘JusWIB)e)S |eloueUl siy} Jo ued [eibejur ue aie sejou Buikuedwoooe ay |

ONIANH--NOILISOd ILiN

S3USWo1e]SdY JO SUOTIDDIIOD (S)IBSX IO0TId

snTep ITteq ut

ooueTeg Hutuutbeg - UOTITSOd 29N
(9sea109(Q) ©9SeaIdUI 189N
SNOILONAHEA TV.IOL
19430
sdtysaeTouyss
sosusdxd SATIRIFSTUTWPY
SUOTINQTIIUOCD JO punjsy
s3T3youUSg
:SNOILONAHA
SNOILIAAVY TVY.IOL
SUOTITPPY I9Y30 TB3IOL
oNUL2ADY 9SBIT I0 JuDY
:SUOTITPPY I9Y3I0
SWODUI JUSWISDAUT 3IBN
sosuadxyg JUSWISSAUI SSOT
SPUSPTATQ PUE 3S2193Ul
(uotayetoaxdsq) uotietosaddy I8N
:9WODUI 3JUSWISSAUL
SNOILANGTIYINOD TV.LIOL
12430
SIDqWIN
askoTdwg
SUOT3eUOQ 93BATId
:SUOTINATIFUOD

:SNOILIAAY

Page 41



Kent School District No. 415
Notes to the Financial Statements
September 1, 2021 through August 31, 2022

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Kent School District is a municipal corporation organized pursuant to Title 28A of the Revised Code of
Washington (RCW) for the purposes of providing public school services to students in grades K-12.
Oversight responsibility for the District’s operations is vested with the independently elected board of
directors. Management of the District is appointed by and is accountable to the board of directors. Fiscal
responsibility, including budget authority and the power to set fees, levy property taxes, and issue debt
consistent with provisions of state statutes, also rests with the board of directors.

The District presents governmental fund financial statements and related notes on the modified accrual basis
of accounting in accordance with the Accounting Manual for Public School Districts in the State of Washington,
issued jointly by the State Auditor’s Office and the Superintendent of Public Instruction by the authority of RCW
43.09.200, RCW 28A.505.140, RCW 28A.505.010(1) and RCW 28A.505.020. This manual prescribes a
financial reporting framework that differs from generally accepted accounting principles (GAAP) in the following
manner:

) Districtwide statements, as defined in GAAP, are not presented.

) A Schedule of Long-Term Liabilities is presented as supplementary information.

) Supplementary information required by GAAP is not presented.

) Property Taxes collected after the end of the fiscal period are not considered available for
revenue accrual as described below.

(1
(2
(3
(4

Fund Accounting

Financial transactions of the District are reported in individual funds. Each fund uses a separate set of self-
balancing accounts that comprise its assets, liabilities, fund equity, revenues, and expenditures (or expenses)
as appropriate. All funds are considered major funds. The various funds in the report are grouped into
governmental (and fiduciary) funds as follows:

Governmental Funds

General Fund

This fund is used to account for all expendable financial resources, except for those that are required
to be accounted for in another fund. In keeping with the principle of having as few funds as are
necessary, activities such as food services, maintenance, data processing, printing, and student
transportation are included in the General Fund.

Capital Projects Funds

These funds account for financial resources that are to be used for the construction or acquisition of
maijor capital assets. There are two funds that are considered to be of the capital projects fund type:
the Capital Projects Fund and the Transportation Vehicle Fund.

Capital Projects Fund. This fund is used to account for resources accumulated for the
acquisition and construction of major capital assets such as land and buildings.

Transportation Vehicle Fund. This fund is used to account for the purchase, major repair,
rebuilding, and debt service expenditures that relate to pupil transportation equipment.
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Debt Service Fund
This fund is used to account for the accumulation of resources for and the payment of matured general
long-term debt principal and interest.

Special Revenue Fund

In Washington State, the only allowable special revenue fund for school districts is the Associated
Student Body (ASB) Fund. This fund is accounted for in the District’s financial statements as the
financial resources legally belong to the District. As a special revenue fund, amounts within the ASB
Fund may only be used for those purposes that relate to the operation of the Associated Student Body
of the District.

Permanent Funds

These funds are used to report resources that are legally restricted such that only earnings, and not
principal, may be expended. Amounts in the Permanent Fund may only be spent in support of the
District's programs and may not be used to the benefit of any individual. The district has one
Permanent Fund (Reeploeg Permanent Fund), with a principal amount of $165,000. Investment
earnings may be used for the purposes that support the district’s performing arts programs. The district
accumulates interest income and can make a distribution every 7 years. The last distribution was
made in 2010. This fund was donated by the Reeploeg family.

Fiduciary Funds

Fiduciary funds can include pension and other employee benefit trust funds, private-purpose trust
funds, and custodial funds, and are used to account for assets that are held in trust by the District in a
fiduciary capacity.

Private-Purpose Trust Fund

This fund is used to account for resources that are legally held in trust by the District. The trust
agreement detail whether principal and interest may both be spent, or whether only interest may be
spent. Money from a Private-Purpose Trust Fund may not be used to support the District’s programs,
but may be used to benefit individuals, private organizations, or other governments.

The district has a number of scholarships for post-secondary education, as well as several sources of
funding to benefit individuals, which are held in a private-purpose trust fund,

Custodial Funds

These funds are used to account for assets that the District holds on behalf of others in a purely
custodial capacity.

Measurement focus, basis of accounting, and fund financial statement Presentation

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are

measurable and available. Revenues are considered “measurable” if the amount of the transaction can be
readily determined. Revenues are considered “available” when they are collectible within the current period

or soon enough thereafter to pay liabilities of the current period. For this purpose, the District considers

revenues to be available if they are collected within 60 days after year-end. Categorical program claims and
inter-district billings are measurable and available and are accrued. Property taxes not collected by the fiscal
year end are measurable and recorded as a receivable, however the receivable is not considered available

revenue and is recorded as a deferred inflow of resources.

Expenditures are recognized under the modified accrual basis of accounting when the related fund liability is
incurred, except for unmatured principal and interest on long-term debt which are recorded when due.
Purchases of capital assets are expensed during the year of acquisition. For federal grants, the recognition of
expenditures is dependent on the obligation date. (Obligation means a purchase order has been issued,
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contracts have been awarded, or goods and/or services have been received.)

Budgets

Chapter 28A.505 RCW and Chapter 392-123 of the Washington Administrative Code (WAC) mandate school
district budget policies and procedures. The board adopts annual appropriated budgets for all governmental
funds. These budgets are appropriated at the fund level. The budget constitutes the legal authority for
expenditures at that level. Appropriations lapse at the end of the fiscal period.

Budgets are adopted on the same modified accrual basis as used for financial reporting. Fund balance is
budgeted as available resources and, under statute, may not be negative, unless the District enters into binding
conditions with state oversight pursuant to RCW 28A.505.110.

District Policy regarding the application of restricted or unrestricted resources

The District receives state funding for specific categorical education-related programs. Amounts that are
received for these programs that are not used in the current fiscal year may be carried forward into the
subsequent fiscal year, where they may be used only for the same purpose as they were originally received.
When the District has such carryover, those funds are expended before any amounts received in the current
year are expended.

Additionally, the District has other restrictions placed on its financial resources. When expenditures are
recorded for purposes for which a restriction or commitment of fund balance is available, those funds that are
restricted or committed to that purpose are considered first before any unrestricted or assigned amounts are
expended.

Fund balance classifications policies and procedures.
The District classifies ending fund balance for its governmental funds into five categories.

e Nonspendable Fund Balance — The amounts reported as Nonspendable are resources of the
District that are not in spendable format. They are either non-liquid resources such as inventory
or prepaid items, or the resources are legally or contractually required to be maintained intact.

e Restricted Fund Balance — Amounts that are reported as Restricted are those resources of the
District that have had a legal restriction placed on their use either from statute, WAC, or other legal
requirements that are beyond the control of the board of directors. Restricted fund balance
includes anticipated recovery of revenues that have been received but are restricted as to their
usage.

e Committed Fund Balance — Amounts that are reported as committed are those resources of the
District that have had a limitation placed upon their usage by formal action of the District's board
of directors. Commitments are made either through a formal adopted board resolution or are
related to a school board policy. Commitments may only be changed when the resources are
used for the intended purpose of the limitation is removed by a subsequent formal action of the
board of directors.

e Assigned Fund Balance — In the General Fund, amounts that are reported as Assigned are those
resources that the District has set aside for specific purposes. These accounts reflect tentative
management plans for future financial resource use such as the replacement of equipment or the
assignment of resources for contingencies. Assignments reduce the amount reported as
Unassigned Fund Balance, but may not reduce the balance below zero.

In other governmental funds, Assigned fund balance represents a positive ending spendable fund
balance once all restrictions and commitments are considered. These resources are only
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available for expenditure in that fund and may not be used in any other fund without formal action
by the District’s board of directors and as allowed by statute.

The Superintendent or the Associate Superintendent of Finance are the only persons who have
the authority to create Assignments of fund balance.

e Unassigned Fund Balance — In the General Fund, amounts that are reported as Unassigned are
those net spendable resources of the District that are not otherwise Restricted, Committed, or
Assigned, and may be used for any purpose within the General Fund.

In other governmental funds, Unassigned fund balance represents a deficit ending spendable fund
balance once all restrictions and commitments are considered.

A negative Unassigned fund balance means that the legal restrictions and formal commitments of
the District exceed its currently available resources.

Currently, the district’s board of directors has directed management, in its policy #6022, that the
district shall have a goal of maintaining a minimum fund balance in its general fund at least equal
to 5% of the previous year’s general fund operating expenditures. This is intended to recognize
the importance of maintaining a prudent fund balance in the general fund to ensure operational
cash flow needs are met, to set aside resources for known obligations, and to help protect against
unforeseen circumstances. Funds under this board policy are considered unassigned, but
attributable to a minimum fund balance policy.

Cash and Cash Equivalents

All of the District’s cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition.

Receivables and Payables

The District’s receivables and payables reflect current financial resources or obligations that are expected to
be collected or paid within one year. The district currently has no receivables or payables which are not
expected to be collected or paid within one year.

Inventory

Inventories recorded as assets for the district consist of food, fuel, and transportation parts. Inventory is valued
at cost using the first-in, first-out (FIFO) method. The consumption method of inventory is used, which charges
inventory as an expenditure when it is consumed. A portion of fund balance, representing inventory, is
considered Nonspendable. Inventory for fuel is approximated by using the last purchase price to value the
periodic inventory count. USDA commodity inventory consists of food donated by the United State Department
of Agriculture. It is valued at the prices paid by the USDA for the commodities.

Deferred Outflows and Inflows of Resources

Certain items related to the consumption or the acquisition of assets that are applicable to a future period are
reported as deferred outflows of resources and deferred inflows of resources.

Deferred Outflows and Inflows of Resources are reported as separate sections in the district’s balance sheet.
A deferred outflow of resources is considered to be a consumption of assets by the government that is

applicable to a future reporting period. The district did not have any items that qualified for reporting in the
category of a deferred outflow of resources.
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A deferred inflow of resources is considered to be an acquisition of assets by the government that is applicable
to a future reporting period. The district has two items, which arises under a modified accrual basis of
accounting that qualifies for reporting in the category of a deferred inflow of resources under the governmental
funds financial statements:

e Funds received by the district, but for which future services have not yet been provided under
contractual or legal requirements.
e Property taxes earned, but not yet available to meet the needs of current liabilities.

Under the modified-accrual method of accounting used in the governmental fund financial statements, these
items are not reported as revenue until they are also available or can be used in accordance with contracts or
legal requirements. Accordingly, these items are reported as deferred in the governmental funds balance
sheet.

Accounting, Policy, and Reporting Changes for 2021-22

Leases

For the year ended August 31, 2022, the district implemented guidance for the presentation and disclosures
of leases, as required by the School District Accounting Manual. These changes were in response to the
provisions of the Governmental Accounting Standards Board (GASB) Statement No. 87.

NOTE 2: DEPOSITS AND INVESTMENTS

All of the District’'s bank balances are insured by the Federal Depository Insurance Corporation (FDIC) or by
collateral held in a multiple financial institution collateral pool administered by the Washington Public Deposit
Protection Commission (PDPC).

Statutes authorize the District to invest in (1) securities, certificates, notes, bonds, short-term securities, or
other obligations of the United States, and (2) deposits in any state bank or trust company, national banking
association, stock savings bank, mutual savings bank, savings and loan association, and any branch bank
engaged in banking in the state in accordance with RCW 30.04.300 if the institution has been approved by the
Public Deposit Protection Commission to hold public deposits and has segregated eligible collateral having a
value of not less than its maximum liability.

The King County Treasurer is the ex officio treasurer for the District and holds all accounts of the District. The
District has directed the County Treasurer to invest those financial resources of the District that the District has
determined are not needed to meet the current financial obligations of the District. These investments are held
within the King County Investment Pool.

The district’s deposits and certificates of deposit are mostly covered by federal depository insurance (FDIC) or
by collateral held in a multiple financial institution collateral pool administered by the Washington Public Deposit
Protection Commission (PDPC).

The district’s participation in the King County Investment Pool is voluntary and the pool does not have a credit
rating. The district reports its investment in the pool at the fair value amount, which is the same as the value
of the pool per share. The fair value of the district’s investment in the pool is measured using a net asset value
(NAV) as determined by the pool. The pool maintains an average pool effective duration of 1.09 years.

All of the District’s investments during the year and at year-end were insured or registered and held by the
District or its agent in the District's name.

Washington State statutes authorize the district to invest in the following types of securities:

e Certificates, notes, or bonds of the United States, its agencies, or any corporation wholly owned by
the government of the United States,
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e Obligations of government-sponsored corporations which are eligible as collateral for advances to
member banks as determined by the Board of Governors of the Federal Reserve System,

e Bankers’ acceptances purchased on the secondary market,

¢ Repurchase agreements for securities listed in the three items above, provided that the transaction is
structured so that the public treasurer obtains control over the underlying securities,

e Investment deposits with qualified public depositories,

e Washington State Local Government Investment Pool, and

e County Treasurer Investment Pools.

The District’s investments as of August 31, 2022, are as follows:

Type of Investment Fund Carrying Amount Fair Value
King Co. Investment Pool General $ 79,419,497 | $ 77,576,965
Capital Projects 79,389,767 77,547,925
Debt Service 23,383,304 22,840,811
Associated Student Body 2,201,614 2,150,537
Transportation Vehicle 1,467,139 1,433,101
Trust and Permanent Fund 340,543 332,643
Total $ 186,201,864 | $ 181,881,981

More information on the King County investment pool, and various reports of the pool’s performance can be
obtained from King County Treasury Operations 201 South Jackson Street #710, Seattle, WA 98104 or on
the following website: https:/kingcounty.gov/depts/finance-business-operations/treasury/investment-

pool.aspx

Impaired Investment Pool

The district has investments with the King County investment pool that are impaired. These investments
have been in this condition since September 1, 2008. The Impaired Pool currently holds one commercial
paper asset (Victoria), in which the County accepted an exchange offer in 2009 and is receiving the cash
flows from the investment’s underlying securities.

The total fair value of the impaired investment pool with King County at August 31, 2022, was $1.64 million
and the total book value with King County was $2.80 million. The district’s recorded share of impaired
investments in this pool is $56,522.

NOTE 3: SIGNIFICANT EFFECTS OF SUBSEQUENT EVENTS
COVID-19 Pandemic

In February 2020, Governor Inslee declared a state of emergency in response to the spread of a deadly new
virus (COVID-19). In the weeks following the declaration, precautionary measures to slow the spread of the
virus were ordered. These measures included closing schools, canceling public events, limiting gathering
sizes, and requiring people to stay home unless they were leaving for an essential function. On April 6, 2020,
the Governor closed all public and private K—12 school buildings which continued until April 2021. The school
district, however, continued to operate, educating students using remote, continuous learning
models. Students and staff began returning to in-person learning beginning second semester of the 2020-21
school year.

The district has experienced a significant decrease in enroliment, due to the COVID-19 pandemic, beginning
in the 2020-2021 fiscal year and continuing through the current 2022-23 school year.
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e Basic education average annual enroliment for the school year ending 08/31/2019, prior to the
pandemic occurring in calendar year 2020 was reported at 25,382 full-time student equivalents
(FTE).

e Basic education average annual enrollment for the school year ending 08/31/2021, during the midst
of the pandemic was reported at 24,157 average student FTE.

e Basic education enroliment as of October 2022 has been reported at 24,132 student FTE. This is
809 student FTE less than the budgeted FTE of 24,941 for the 2022-23 school year. Potentially, this
could result in a loss of budgeted revenue for the district of $8,567,477.

Since the inception of the COVID-19 pandemic, as of the end of this fiscal year (08/31/2022), the district
estimates it has spent $37,776,982 on measures designed to mitigate the results of the COVID-19 pandemic.
These funds have been reimbursed by the federal Coronavirus Aid, Relief, and Economic Security (CARES)
Elementary and Secondary School Emergency Relief (ESSER) funding and similar programs legislated to help
with the costs incurred by the district for managing the effect of the pandemic.

NOTE 4: PENSION PLANS
General Information - Washington State Department of Retirement Systems

The district does not sponsor its own retirement plan but participates in plans offered by the Washington
State Department of Retirement Systems (DRS), a department within the primary government of the state of
Washington. The district, also, participates in the Western Conference of Teamsters (WCT) Pension Plan.

The Washington State Department of Retirement Systems (DRS), a department within the primary government
of the state of Washington, prepares a stand-alone annual comprehensive financial report (ACFR) that includes
financial statements and required supplementary information for each pension plan. The pension plan’s basic
financial statement is accounted for using the accrual basis of accounting. The measurement date of the
pension plans is June 30. Benefit payments (including refunds of employee contributions) are recognized when
due and payable in accordance with the benefit terms. Investments are reported at fair value.

The school district is reporting any potential net pension liability in this note and on the Schedule of Long-term
Liabilities. The district’'s net pension liability is calculated as the district’s proportionate allocation percentage
multiplied by the total plan collective net pension liability.

The Collective Net Pension Liability - Washington State Department of Retirement Systems

The DRS total collective net pension liabilities for the pension plans that Washington school districts
participate in are shown here.

Collective Net Pension Liability or (Asset) as of June 30, 2022 -- All Participants in State:

Dollars in Thousands PERS1 SERS2/3 TRS1 TRS2/3
Total Pension Liability (TPL) $ 11,877,621 | $ 8,478,821 | $ 8,739,146 | $ 22,946,845
Plan Fiduciary Net Position $ 9,093,254 | § 8,747,471 $ 6,837,316 | § 23,143,631

Participating Employers' Net Pension Liability or (Asset) | $ 2,784,367 | $ (268,650)| $ 1,901,830 | $ (196,786)
Plan Fiduciary net position as a percentage of the Total
Pension Liability (TPL) 76.56% 103.17% 78.24% 100.86%

Currently, the State of Washington is reporting net assets in its School Employees’ Retirement System (SERS)
plans 2/3 and Teachers’ Retirement System (TRS) plans 2/3, as indicated in the chart above. Kent School
District participates in these plans. The net pension assets in these two plans decreased significantly from last
year. SERS 2/3 decreased from $1,073,697 to $268,650 and TRS 2/3 decreased from $2,748,807 to
$196,786. Explanations from the Washington State Department of Retirement Services (DRS) indicates that
there are several factors for this change, which include:
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e Rate of returns for investments decreased from 28.7% to 5.4%, with a heavy impact on investment
income.

e Actuarial assumptions changed based on a biennial economic experience study, and the total pension
liability (TPL) was increased significantly based on the new assumptions.

Detailed information about the pension plans’ fiduciary net position is available in the separately issued DRS
Annual Comprehensive Financial Report (ACFR). Copies of the report may be obtained by contacting the
Washington State Department of Retirement Systems, P.O. Box 48380, Olympia, WA 98504-8380; or online
at:

https://www.drs.wa.gov/wp-content/uploads/2021/06/2022-ACFR.pdf

Membership Participation - Washington State Department of Retirement Systems

Substantially all school district full-time and qualifying part-time employees participate in one of the following
three contributory, multi-employer, cost-sharing statewide retirement systems managed by DRS: Teachers’
Retirement System (TRS), Public Employees’ Retirement System (PERS) and School Employees’ Retirement
System (SERS).

Membership participation by retirement plan as of June 30, 2022, was as follows:

Active Inactive Retirees & Beneficiaries
Plan Members Vested Members Receiving Benefits
PERS1 632 196 41,154
SERS2 33,622 7,186 13,480
SERS3 31,861 9,896 13,819
TRS1 111 63 29,731
TRS2 27,202 3,428 7,026
TRS3 54,336 8,681 18,956

Source: Washington State Office of the State Actuary

Membership & Plan Benefits - Washington State Department of Retirement Systems
Certificated employees are members of TRS. Classified employees are members of PERS (if Plan 1) or SERS.
Plan 1 under the TRS and PERS programs are defined benefit pension plans whose members joined the
system on or before September 30, 1977. TRS 1 and PERS 1 are closed to new entrants.

TRS Plan Information

The Teachers’ Retirement System (TRS) was established in 1938, and its retirement provisions are
contained in RCW Chapters 41.34 and 41.32. TRS is a cost-sharing multi-employer retirement system
comprised of three separate plans for membership purposes: Plans 1 and 2 are defined benefit plans
and Plan 3 is a defined benefit plan with a defined contribution component. TRS eligibility for
membership requires service as a certificated, public school employee working in an instructional,
administrative or supervisory capacity.

TRS is comprised of three separate plans for accounting purposes: Plan 1, Plan 2/3, and Plan 3. Plan 1
accounts for the defined benefits of Plan 1 members. Plan 2/3 accounts for the defined benefits of Plan 2
members and the defined benefit portion of benefits for Plan 3 members. Plan 3 accounts for the defined
contribution portion of benefits for Plan 3 members. Although members can only be a member of either
Plan 2 or Plan 3, the defined benefit portions of Plan 2 and Plan 3 are accounted for in the same pension
trust fund. All assets of this Plan 2/3 defined benefit plan may legally be used to pay the defined benefits
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of any of the Plan 2 or Plan 3 members or beneficiaries, as defined by the terms of the plan. Therefore,
Plan 2/3 is considered to be a single plan for accounting purposes.

TRS Plan 1 provides retirement, disability and death benefits. TRS 1 members were vested after the
completion of five years of eligible service. Retirement benefits are determined as two percent of the
average final compensation (AFC), for each year of service credit, up to a maximum of 60 percent,
divided by twelve. The AFC is the total earnable compensation for the two consecutive highest-paid
fiscal years, divided by two. Members are eligible for retirement at any age after 30 years of service, or at
the age of 60 with five years of service, or at the age of 55 with 25 years of service. Other benefits
include temporary and permanent disability payments, an optional cost-of-living adjustment (COLA), and
a one-time duty-related death benefit, if found eligible by the Department of Labor and Industries.

TRS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are determined as
two percent of the average final compensation (AFC) per year of service for Plan 2 members and one
percent of AFC for Plan 3 members. The AFC is the monthly average of the 60 consecutive highest-paid
service credit months. There is no cap on years of service credit. Members are eligible for normal
retirement at the age of 65 with at least five years of service credit. Retirement before age 65 is
considered an early retirement. TRS Plan 2/3 members, who have at least 20 years of service credit and
are 55 years of age or older, are eligible for early retirement with a reduced benefit.

The benefit is reduced by a factor that varies according to age, for each year before age 65. TRS Plan
2/3 members who have 30 or more years of service credit, were hired prior to May 1, 2013, and are at
least 55 years old, can retire under one of two provisions: With a benefit that is reduced by three percent
for each year before age 65; or with a benefit that has a smaller (or no) reduction (depending on age)
that imposes stricter return-to-work rules. TRS Plan 2/3 members hired on or after May 1, 2013, have the
option to retire early by accepting a reduction of five percent for each year of retirement before age 65.
This option is available only to those who are age 55 or older and have at least 30 years of service. TRS
Plan 2/3 retirement benefits are also actuarially reduced to reflect the choice of a survivor benefit. Other
benefits include duty and non-duty disability payments, a cost-of-living allowance (based on the
Consumer Price Index), capped at three percent annually and a one-time duty-related death benefit, if
found eligible by the Department of Labor and Industries.

PERS Plan Information

The Public Employees’ Retirement System (PERS) was established in 1947, and its retirement benefit
provisions are contained in RCW Chapters 41.34 and 41.40. PERS is a cost-sharing, multi-employer
retirement system. PERS Plan 1 provides retirement, disability and death benefits. PERS 1 members
were vested after the completion of five years of eligible service. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of service.
The AFC is the average of the member’s 24 highest consecutive service months. Members are eligible
for retirement from active status at any age with at least 30 years of service, at age 55 with at least 25
years of service, or at age 60 with at least five years of service.

Members retiring from inactive status prior to the age of 65 may receive actuarially reduced benefits.
PERS Plan 1 retirement benefits are actuarially reduced to reflect the choice of a survivor benefit. Other
benefits include duty and non-duty disability payments, an optional cost-of-living adjustment (COLA), and
a one-time duty-related death benefit, if found eligible by the Department of Labor and Industries.

SERS Plan Information

The School Employees’ Retirement System (SERS) was established by the legislature in 1998, and the
plan became effective in 2000. SERS retirement benefit provisions are established in RCW Chapters
41.34 and 41.35. SERS is a cost-sharing, multiemployer retirement system comprised of two separate
plans for membership purposes. SERS Plan 2 is a defined benefit plan and SERS Plan 3 is a defined
benefit plan with a defined contribution component. SERS members include classified employees of
school districts and educational service districts.
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SERS is reported as two separate plans for accounting purposes: Plan 2/3 and Plan 3. Plan 2/3
accounts for the defined benefits of Plan 2 members and the defined benefit portion of benefits for Plan 3
members. Plan 3 accounts for the defined contribution portion of benefits for Plan 3 members. Although
members can only be a member of either Plan 2 or Plan 3, the defined benefit portions of Plan 2 and
Plan 3 are accounted for in the same pension trust fund. All assets of this Plan 2/3 defined benefit plan
may legally be used to pay the defined benefits of any of the Plan 2 or Plan 3 members or beneficiaries.
Therefore, Plan 2/3 is considered to be a single plan for accounting purposes.

SERS provides retirement, disability and death benefits. Retirement benefits are determined as two
percent of the member’s average final compensation (AFC) times the member’s years of service for Plan
2 and one percent of AFC for Plan 3. The AFC is the monthly average of the member’s 60 highest-paid
consecutive service months before retirement, termination or death. There is no cap on years of service
credit. Members are eligible for retirement with a full benefit at 65 with at least five years of service credit.
Retirement before age 65 is considered an early retirement. SERS members, who have at least 20 years
of service credit and are 55 years of age or older, are eligible for early retirement with a reduced benefit.

The benefit is reduced by a factor that varies according to age, for each year before age 65. SERS
members who have 30 or more years of service credit and are at least 55 years old can retire under one
of two provisions, if hired prior to May 2, 2013: With a benefit that is reduced by three percent for each
year before age 65; or with a benefit that has a smaller (or no) reduction (depending on age) that
imposes stricter return-to-work rules. SERS members hired on or after May 1, 2013, have the option to
retire early by accepting a reduction of five percent for each year of retirement before age 65. This option
is available only to those who are age 55 or older and have at least 30 years of service. SERS retirement
benefits are also actuarially reduced to reflect the choice of a survivor benefit. Other benefits include duty
and non-duty disability payments, a cost- of-living allowance (based on the Consumer Price Index),
capped at three percent annually and a one-time duty-related death benefit, if found eligible by the
Department of Labor and Industries.

Plan Contributions - Washington State Department of Retirement Systems

The employer contribution rates for PERS, TRS, and SERS (Plans 1, 2, and 3) and the TRS and SERS Plan
2 employee contribution rates are established by the Pension Funding Council based upon the rates set by
the Legislature. The methods used to determine the contribution requirements are established under chapters
41.34 and 41.40 RCW for PERS, 41.34 and 41.35 RCW for SERS, and 41.32 and 41.34 RCW for TRS.
Employers do not contribute to the defined contribution portions of TRS Plan 3 or SERS Plan 3. Under current
law the employer must contribute 100 percent of the employer-required contribution. The employee
contribution rate for Plan 1 in PERS and TRS is set by statute at six percent and does not vary from year to
year.

The employer and employee contribution rates for all plans were effective as of September 1, 2021. PERS
contribution rates changed on July 1, 2021. TRS and SERS plans will not have a contribution rate change
until September 1, 2022. The pension plan contribution rates (expressed as a percentage of covered payroll)
for fiscal year 2022 are listed below:
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Pension Contribution Rates from July 1, 2021 to August 31, 2022

Employer

Employee

PERS Plan 1

10.25%

6.00%

Pension Contribution Rates from September 1, 2021 to August 31, 2022

Employer Employee
TRS Plan 1 14.42% 6.00%
TRS Plan 2/3 14.42% 8.05% e
SERS Plan 2/3 11.65% 7.76% e

Note: Employer rates include .0018 administrative fee

* TRS and SERS Plan 3 Employee Contribution Variable from 5% to 15% based on

rate selected by the employee member.

** TRS and SERS Plan 2/3 Employer Contributions for defined benefit portion only.

The School District’s Proportionate Share of the Net Pension Liability (Asset) - Washington State

Department of Retirement Systems

At June 30, 2022, the school district reported a total liability of $59,278,262 for its proportionate shares of the
individual plans’ collective net pension liability and $10,948,751 for its proportionate shares of net pension

assets.

The district’'s share of net pension liabilities is reported on the district's Schedule of Long-Term Liabilities.
However, the district’'s share of net pension assets is not reported in the financial statements, nor any
supplemental financial schedules, of the district. The state and, consequently, the district are reporting net
pension liabilities for the Teacher's Retirement System (TRS) 1 plan and the Public Employees Retirements
System (PERS) 1 plan. However, currently, the State of Washington is reporting net assets in its School
Employees’ Retirement System (SERS) plans 2/3 and Teachers’ Retirement System (TRS) plans 2/3
pension plans. Kent School District participates in these plans, as indicated in the chart below.

This change is explained by a net investment income increase of $31 billion for the state’s investments
during the current fiscal year as compared to the prior year, almost entirely from increases in net realized
and unrealized gains. The total current state fiscal year return of 28.7 percent increased substantially over
the prior year return of 3.7 percent, which resulted in the significant increase in net investment income.
Substantial increases in both the public and private equity market returns were the main drivers of the
increased overall performance for the current fiscal year.

Proportions of net pension amounts are based on annual contributions for each of the employers
participating in the DRS administered plans. As of June 30, 2022, the district’s proportionate share of each

plan’s net pension liability (or assets)

is reported below:

as of June 30, 2022: PERS1 SERS2/3 TRS1 TRS2/3
District's Annual Contributions $ 2,575,711 | $ 5,052,750 | $ 12,836,951 [ $ 15,874,155
Proportionate Share of the Net Pension Liability $ 11,702,015 | $ - $ 47,576,247 | $ -
Proportionate Share of the Net Pension Assets $ - $ (6,064,866)| $ - $ (4,883,885)

As of June 30, 2022, the school district’s percentage of the proportionate share of the collective net pension
amount was as follows and the change in the allocation percentage from the prior period is illustrated below.

Change in Proportionate Shares PERS1 SERS2/3 TRS1 TRS2/3

Current Year Proportionate Share 0.420276% 2.575340% 2.501604% 2.481825%
Prior Year Proportionate Share 0.373282% 2.339390% 2.468106% 2.485436%
Net Difference Percentage 0.046994% 0.235950% 0.033498% -0.003611%

Actuarial Assumptions - Washington State Department of Retirement Systems
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The total pension liabilities for TRS 1, TRS 2/3, PERS 1 and SERS 2/3 were determined by actuarial valuation
as of June 30, 2020, with the results rolled forward to June 30, 2021, using the following actuarial assumptions,
applied to all prior periods included in the measurement:

Inflation 2.75% total economic inflation, 3.25% salary inflation

Salary Increases In addition to the base 3.25% salary inflation assumption, salaries are
also expected to grow by promotions and longevity.

Investment Rate of Return 7.0%

Mortality Rates - Washington State Department of Retirement Systems

Mortality rates used in the plans were developed using the Society of Actuaries’ Pub.H-2010 Mortality rates,
which vary by member status as the base table. The Office of the State Actuary (OSA) applies age offsets for
each system to better tailor the mortality rates to the demographics of each plan. OSA applied the long-term
MP-2017 generational improvement scale to project mortality rates for every year after the 2010 base table.
The actuarial assumptions used in the June 30, 2020, valuation were based on the results of the 2073-2018
Demographic Experience Study Report and the 20719 Economic Experience Study. Additional assumptions for
subsequent events and law changes are current as of the 2019 actuarial valuation report.

Long-term Expected Rate of Return - Washington State Department of Retirement Systems

OSA selected a 7.0% long-term expected rate of return on pension plan investments using a building-block
method. In selecting the assumptions, OSA reviewed the historical experience data, considered the historical
conditions that produced past annual investment returns, and considered Capital Market Assumptions (CMAs)
and simulated expected investment returns the Washington State Investment Board (WSIB) provided.

The CMAs contain three pieces of information for each class of assets the WSIB currently invest in:

e Expected annual return
e Standard deviation of the annual return
e Correlations between the annual returns of each asset class with every other asset class

WSIB uses the CMAs and their target asset allocation to simulate future investment returns over various time
horizons.

The expected future rates of return are developed by the WSIB for each major asset class.

Best estimates of arithmetic real rates of return for each major asset class included in the pension plans’ target
asset allocation as of June 30, 2022, are summarized in the following table:

TRS 1, TRS 2/3, PERS 1, and SERS 2/3

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
Fixed Income 20.00% 1.50%
Tangible Assets 7.00% 4.70%
Real Estate 18.00% 5.40%
Global Equity 32.00% 5.90%
Private Equity 23.00% 8.90%
Total 100.00%

Source: Wa State Investment Board (WSIB)
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The inflation component used to create the above table is 2.20% and represents WSIB’s most recent long-
term estimate of broad economic inflation.

Discount Rate - Washington State Department of Retirement Systems

The discount rate used to measure the total pension liability was 7.0%. To determine the discount rate, an
asset sufficiency test was completed to test whether the pension plan’s fiduciary net position was sufficient to
make all projected future benefit payments of current plan members. Based on the assumptions described in
the DRS Certification Letter, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments of current plan members. Therefore, the long-term expected rate of return,
a 7.0% on pension plan investments was applied to determine the total pension liability.

Sensitivity of the Net Pension Liability (Asset) - Washington State Department of Retirement Systems

The following table presents the Kent School District’'s proportionate share of the collective net pension liability
or asset calculated using the discount rate of 7.0%, as well as what the net pension liability or asset would be
if it were calculated using a discount rate that is one percentage point lower (6.0%) or one percentage-point
higher (8.0%) than the current rate. Amounts are calculated using the school district’'s specific allocation
percentage, by plan, to determine the proportionate share of the collective net pension liability or asset.

Sensitivity of the Net Pension Liability or Asset to Changes in the Discount Rate:

Current
Discount
1% Decrease Rate 1% Increase
6.00% 7.00% 8.00%

PERS 1 3,719,876,000 2,784,367,000 1,967,887,000
Allocation Percentage 0.420276% 0.420276% 0.420276%
Proportionate Share 15,633,731 11,702,015 8,270,549
SERS 2/3 929,172,000 (268,650,000) (1,255,926,000)
Allocation Percentage 2.257534% 2.257534% 2.257534%
Proportionate Share 20,976,375 (6,064,865) (28,352,958)

TRS 1

2,582,448,000

1,901,830,000

1,306,883,000

Allocation Percentage

2.501604%

2.501604%

2.501604%

Proportionate Share

64,602,611

47,576,247

32,693,032

TRS 2/3

3,565,129,000

(196,786,000)

(3,255,167,000)

Allocation Percentage

2.481825%

2.481825%

2.481825%

Proportionate Share

88,480,280

(4,883,885)

(80,787,564)

Western Conference of Teamsters (WCT) Pension Plan

Starting in January 2015, and continuing through to the present, employees of the district who are part of the
International Brotherhood of Teamsters have participated in the Western Conference of Teamsters (WCT)
Pension Plan. This retirement plan is a multiemployer pension plan, established in 1955 through collective
bargaining between labor and management. It covers 223,253 active participants through pension

agreements negotiated by local unions with more than 1,350 employers nationwide.

Kent School District has 122 participants in the plan. Employees contribute to the plan through payroll
deductions made by the district. The district does not contribute to the plan as a benefit. The district
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contributes, on behalf of the employees, to a state retirement plan (SERS or PERS) as a benefit for these
employees. Employee contributions, made through district payroll deductions totaled $287,867 during the
fiscal year ending August 31, 2022.

The following information represents a synopsis of the WCT pension plan:

e Legal Name of the Plan................ Western Conference of Teamsters Pension Plan
e Three-Digit Plan Number.............. 001
e Plan’'sE.LN............cco 91-6145047
o Certified Zone Status................... Green Zone — As of 1/1/2022
e Funded Status....................o.. 98% as of 1/1/2022
e Funding Improvement Plan............ Not Applicable
e Surcharge.........ccociiiiiiii Not Applicable
e Your Percentage of the Plan’s
Total Contributions..................... Less Than 5%

For more information on this plan, please see the following website:
https://wctpension.org/

NOTE 5: ANNUAL OTHER POST-EMPLOYMENT BENEFIT COST AND NET OPEB OBLIGATIONS

The district does not offer post-employment benefits to its retired employees. The state, through the Health
Care Authority (HCA), administers a defined benefit other post-employment benefit (OPEB) plan that is not
administered through a qualifying trust. The Public Employees Benefits Board (PEBB), created within the
HCA, is authorized to design benefits, and determine the terms and conditions of employee and retired
employee participation and coverage, including establishment of eligibility criteria for both active and retired
employees. Benefits purchased by PEBB include medical, dental, life insurance and long-term disability
insurance.

The relationship between the PEBB OPEB plan and its member employers and their employees and retirees
is not formalized in a contract or plan document. Rather, the benefits are provided in accordance with a
substantive plan. A substantive plan is one which the employers and plan members understand the plan terms.
This understanding is based on communications between the HCA, employers and plan members, and
historical pattern of practice with regards to sharing of benefit costs.

Employers participating in the plan include the state of Washington (which includes general government
agencies and higher education institutions), political subdivisions and tribal governments. Additionally, the
PEBB plan is available to the retirees of the K-12 school districts and ESD’s. The District’s retirees (currently,
approximately 1,249) are eligible to participate in the PEBB plan under this arrangement.

Eligibility

District members are eligible for retiree medical benefits after becoming eligible for service retirement pension
benefits (either reduced or full pension benefits) under PERS 1, 2, or 3; TRS 1, 2, or 3; or SERS 2 and 3 plans.

Former members who are entitled to a deferred vested pension benefit are not eligible to receive medical and
life insurance benefits after pension benefit commencement. Survivors of covered members who die are
eligible for medical benefits.

Medical Benefits

Upon retirement, members are permitted to receive medical benefits. Retirees pay the following monthly rates
for pre-65 medical coverage for 2022:
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Members not eligible for Medicare

(or enrolled in Part A only) Type of Coverage - Effective January 1, 2022
Employee
Descriptions Employee & Spouse Full Family
Kaiser Permanente NW Classic $768.23 $1,531.47 $2,103.90
Kaiser Permanente NW CDHP $643.88 $1,277.21 $1,708.47
Kaiser Permanente WA Classic $813.24 $1,621.48 $2,227.66
Kaiser Permanente WA CDHP $641.39 $1,272.99 $1,702.94
Kaiser Permanente WA Sound Choice $659.19 $1,313.37 $1,804.01
Kaiser Permanente WA Value $721.89 $1,438.79 $1,976.46
UMP Classic $718.68 $1,432.35 $1,967.61
UMP Plus $687.13 $1,369.26 $1,880.86
UMP Select $647.73 $1,290.45 $1,772.50
UMP CDHP $638.69 $1,270.29 $1,700.24

Retirees enrolled in Medicare Parts A and B receive an explicit subsidy in the form of reduced premiums on
Medicare supplemental plans. Retirees pay the following monthly rates:

Members enrolled in Part A and B of Medicare Type of Coverage - Effective January 1, 2022
Employee
Descriptions Employee & Spouse ' Full Family '
Kaiser Permanente NW Senior Advantage $172.79 $340.58 $913.01
Kaiser Permanente WA Medicare Plan $175.69 $346.39 N/A
Kaiser Permanente WA Classic N/A N/A $952.57
Kaiser Permanente WA Sound Choice N/A N/A $837.03
Kaiser Permanente WA Value N/A N/A $884.06
UMP Classic $364.87 $724.74 $1,260.00

Note 1 — Employee, Spouse and Full Family with two Medicare eligible subscribers.

Funding Policy

Kent school district pays a fee to the State of Washington School Employees Benefits Board (SEBB), as part
of its monthly payments for health care offered to current school district employees, that is, statutorily, intended
to help subsidize the cost of health care insurance to retired school district employees. SEBB is separate and
independent from the Public Employees Benefits Board (PEBB).

The purpose of this fee is to cover the impact of the subsidized rate of health care benefits for school retirees
who elect to purchase their health care benefits through the state Health Care Authority PEBB plan. The
amount collected is set forth in the state’s operating budget and is subject to change on an annual basis. This
amount is not actuarially determined and is not placed in a trust to pay the obligations for post-employment
health care benefits.

For the fiscal year 2021-22, the Kent School District was paying $72.08 per current employee to SEBB for this
purpose.

The District has no control over the benefits offered to retirees, the rates charged to retirees, nor the fee paid
to the Health Care Authority. The District does not determine its annual required contribution, nor the net other
post-employment benefit obligation associated with this plan. Accordingly, these amounts are not shown on
the financial statements.
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For further information on the results of the actuarial valuation of the employer provided subsidies associated
with the state’s PEBB plan, refer to the Office of the State Actuary:
https://leg.wa.gov/osa//Pages/default.aspx

The plan does not issue a separate report; however, additional information is included in the State of
Washington Annual Comprehensive Financial Report, which is available on this site:
https://ofm.wa.gov/accounting/financial-audit-reports/annual-comprehensive-financial-report

NOTE 6: LEASES

The district is committed under various leases for certain equipment necessary for the effective operations of
the district. Leasing arrangements have been made for certain copiers used in the print shop and for
dispensing natural gas to run student transportation buses. Leasing arrangements require a monthly
payment, with an implicitly calculated principal and interest. The district did not recognize outflows from
previous years.

In summary, the district has the following commitments at fiscal year ending 08/31/2022:

General Lease Information Requirements to Maturity
Current
Lessee Description Monthly Pmt Principal Interest Total
KHP Limited Partnership iGrad lease; Bldg at $9,264.24 $254,099.14 $8,766.47 $262,865.61
25668 - 25672 104th
Ave SE Kent
KHP Limited Partnership iGrad; Bldg at 25664 $10,207.77 $291,909.86 | $10,223.52 $302,133.38

104th Avenue SE Kent

7000 System Mail
Machine & Envelope
Stuffer

Pitney Bowes Print Shop: Relay $2,016.38 $54,978.23 $1,480.30 $56,458.53

Xerox (Xerox D135CP)
Lease; Agreement
#010-0020069-005

Xerox Print Shop: QBSI- $665.42 $17,511.25 $455.10 $17,966.35

Xerox (Xerox D125)
Lease; Agreement
#0020069-004

Xerox Print Shop: QBSI- $2,519.78 $66,310.72 $1,723.34 $68,034.06

Primlink B9125 -
Contract #010-
0020069-006

Xerox Print Shop: Xerox $787.03 $44,667.41 $2,554.39 $47,221.80

Natural gas
compression services,
including equipment
needed to provide the
service

Puget Sound Energy Inc Transportation: $25,765.71 $1,172,470.26 | $64,283.83 | $1,236,754.09

TOTALS| $1,901,946.87 | $89,486.95 | $1,991,433.82

Changes in lease liabilities are presented in the accompanying Schedule of Long-Term Liabilities.
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More specifically, the following tables provide annual requirements for each lease noted above, with calculated
principal and interest.

Summary Amortization Schedule for KHP Limited Partnership Lease at 25668 -
25672 104th Ave SE Kent (iGrad building)
Interest
Expenditures Principal Amount of Long-
Date Lease Payments Xp@ 247 ExpenditFl)Jres Term Debt °
Percent
8/31/2022 $254,099.14
8/31/2023 $106,323.55 $5,091.75 $101,231.80 $152,867.35
8/31/2024 $84,275.76 $2,863.28 $81,412.48 $71,454.87
8/31/2025 $72,266.30 $811.44 $71,454.86 $0.00
TOTALS $262,865.61 $8,766.47 $254,099.14 -

Summary Amortization Schedule for KHP Limited Partnership Lease at
25664 104th Avenue SE Kent (iGrad building)
Interest
Expenditures| Principal Amount of Long-
@ 2.47 Expenditures Term Debt

Date [Lease Payments

Percent
8/31/2022 $291,909.86
8/31/2023 $118,218.98 $5,906.27 | $112,312.71 $179,597.15
8/31/2024 $99,011.90 $3,363.95 $95,647.95 $83,949.19
8/31/2025 $84,902.50 $953.30 $83,949.20 $0.00

TOTALS $302,133.38 | $10,223.52 | $291,909.86 | $ -
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Summary Amortization Schedule for Pitney Bowes Lease for Print Shop
Relay 7000 System Mail Machine & Envelope Stuffer
Interest
Expenditures Principal Amount of Long-
Date | Lease Payments XIO@ 2.21 Expenditpures Term Debt ’
Percent
8/31/2022 $54,978.23
8/31/2023 $24,196.52 $980.80 $23,215.72 $31,762.52
8/31/2024 $24,196.52 $462.50 $23,734.01 $8,028.51
8/31/2025 $8,065.49 $37.00 $8,028.50 $0.00
TOTALS $56,458.53 $1,480.30 $54,978.23 -
Summary Amortization Schedule for Xerox D135CP Lease
Intgrest Principal Amount of
Date Lease Payments | Expenditures @ Expenditures Long-Term
2.21 Percent Debt
8/31/2022 $17,511.25
8/31/2023 $7,985.04 $309.56 $7,675.48 $9,835.76
8/31/2024 $7,985.04 $138.21 $7,846.83 $1,988.93
8/31/2025 $1,996.27 $7.33 $1,988.94 $0.00
TOTALS $17,966.35 $455.10 $17,511.25 -

Summary Amortization Schedule for Print Shop Xerox D125 Lease

Interest
Expenditures| Principal |Amount of Long-
Date | Lease Payments XIO@ 2.21 Expendi’fl)Jres Term Debt ’
Percent
8/31/2022 $66,310.72
8/31/2023 $30,237.36 $1,172.24 | $29,065.12 $37,245.59
8/31/2024 $30,237.36 $523.35 | $29,714.01 $7,531.58
8/31/2025 $7,559.34 $27.75 $7,531.59 $0.00
$68,034.06 $1,723.34 | $66,310.72 p -
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Summary Amortization Schedule for Xerox Primlink B9125 Lease
Intgrest Principal Amount of
Date Lease Payments | Expenditures @ Expenditures Long-Term
2.21 Percent Debt
9/1/2022 $44,667.41
8/31/2023 $9,444.36 $900.96 $8,543.40 $36,124.01
8/31/2024 $9,444.36 $710.22 $8,734.14 $27,389.87
8/31/2025 $9,444.36 $515.23 $8,929.13 $18,460.74
8/31/2026 $9,444.36 $315.89 $9,128.47 $9,332.27
8/31/2027 $9,444.36 $112.09 $9,332.27 $0.00
TOTALS $47,221.80 $2,554.39 $44,667.41 -

On September 1, 2016, the district entered into an operating lease arrangement with Puget Sound Energy for
the provision of natural gas compression services (“Compressed Natural Gas Service” or “CNG Service”),
provided to a fueling station for district buses that operate on natural gas. The lease term remains in effect
during the period ending on the 10" anniversary of the CNG Service Commencement Date (the “Initial Term”),
unless terminated earlier in accordance with the terms of the Agreement. At the end of the Initial Term, the
Agreement shall automatically renew for successive 60-month terms, unless notice of termination is provided
The district does not own equipment pertaining to this service arrangement.
Equipment remains the property of Puget Sound Energy. Maintenance of the equipment is the responsibility
of Puget Sound Energy. The most current information regarding the district’s obligation in this lease is as

24 months in advance.

follows:
Summary Amortization Schedule for Puget Sound Energy Lease

Intgrest Principal Amount of Long-

Date Lease Payments| Expenditures @ Expenditures Term Debt
2.64 Percent

8/31/2022 $1,172,470.26
8/31/2023 $309,188.52 $27,561.76 $281,626.76 $890,843.49
8/31/2024 $309,188.52 $20,036.18 $289,152.34 $601,691.15
8/31/2025 $309,188.52 $12,309.51 $296,879.01 $304,812.15
8/31/2026 $309,188.53 $4,376.38 $304,812.15 $0.00
TOTALS $1,236,754.09 $64,283.83 | $1,172,470.26
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NOTE 7: CONSTRUCTION AND OTHER SIGNIFICANT COMMITMENTS

The District had the following active construction projects as of October 1, 2022:

Bond Projects

as of 10/01/2022

Description

FP Administration

Hardware Replacement, Elementary
Hardware Replacement, Secondary
Window Replacements

Fire Alarm Replacements

Middle School Field Upgrades

High School Field Upgrades

Project

Identification Approved Budget

0000 and 2033 §

r
2044 $
L4
2044
r
2045
L4
2075
L
2092
r
2092

Horizon Backnet Upgrade / other DDC Contro 2077

East Hill Kindergarten Classroom Dividers
Presentation Systems

Maintenance Storage Building

Academy Facility (incl. State Match/Impact Fees)
Boiler Replacements

New Covington Elementary

New River Ridge Elementary

Roofing Projects

HVAC Projects

Horizon Driveway Improvements
Additional Storage Projects

Lake Youngs Expansion of Health Room
Pine Tree Entry & Office Remodel
Kentridge D-Wing Remodel

Cedar Heights Classroom Conversion
Performing Arts Ctrs - Remodels
Multipurpose Rooms

Admin. Egress Exit Lighting to generator

$
$
$
$
$
$
159 $
L4

2226 $
303 $
L&

2304 $
%381 $
2501, 2962  $
1870-2501 $
n610 $
L

2633 $
L4 r
2504 $
L4

2634

L&

2636

L4

2636

4

2636

r
2638
r
2639
r
2715

7,571,256.26

316,407.00
996,771.00
4,000,000.00
1,853,404.00
6,679,077.00
1,344,789.00
3,318,033.00
144,866.00
9,000,000.00
38,042,500.00
900,711.00
38,027,470.00
53,450,000.00
11,627,713.00
7,373,526.00
626,766.00
380,274.00
153,921.00
226,354.00
1,947,005.00
1,072,012.00
4,082,222.00
27,340,902.00
153,685.00

$

$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
"s
$
$
$
$
$
$
$

$

10/1/2022

Costs to Date

5,672,137.42

321,515.04
272,114.45
3,646,716.88
2,095,375.57
4,871,596.72
555,093.80
25,986.89
9,397,703.58
37,807,467.58
837,913.60
36,223,191.79
53,739,313.47
11,709,243.06
6,373,134.74
588,504.10
197,106.19
1,220.00
33,510.00
2,236,251.37
27,235,530.06

10/1/2022
Balance

1,999,118.84

(5,108.04)
724,656.55
353,283.12
(241,971.57)
1,807,480.28
1,344,789.00
2,762,939.20
118,879.11
(397,703.58)
235,032.42
62,797.40
1,804,278.21
(289,313.47)
(81,530.06)
1,000,391.26
38,261.90
380,274.00
(43,185.19)
225,134.00
1,947,005.00
1,038,502.00
1,845,970.63
105,371.94
153,685.00

$
$
$
$
"2638 $
$
$
$
$

220,629,664.26 $ 203,740,626.31

PP P P P P P B P H P O B P P B &P P &P &P P &P &P &P &P &» &

16,889,037.95
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Construction Levy Projects
as of 10/01/2022

Description
Administration

Misc. Hardware/Door Projects
Blinds, Drapes, Curtain Projects
Window Replacements

Waterline, Water Pipe Projects
Root/Tree/Grounds Maintenance
Fire Alarm upgrades

French Field Turf Replacement
Curtains, Dividers, Partitions
Central Kitchen Exhaust Fan
Exterior Painting Projects

Sunrise Elem Roof

Misc Roofing Projects

Kentwood PAC House Lighting
Misc Flooring Projects

Boiler Projects

Meridian MS Bleacher Replacement
French Field Stadium Seating
HVAC & Controls Projects

Kent Meridian Partitions & Counters
Misc. Facility Renovations

Interior Painting Projects
Underdrainage Field Improvements

Encumbrances

Encumbrance accounting is employed in governmental funds.

Project
Identification

2033
2044
2045
2045
2046
2094
2075
2095
2159
2175
2182
2610
2610
2377
2380
2381
2399
2399
2633
2636
2638
2705
2740

10/1/2022 10/1/2022

Approved Budget Costs to Date Balance
$ 600,000.00 $ 639,902.10 $ (39,902.10)
$ 64,380.00 $ 99,991.57 § (35,611.57)
$ 633,016.53 $ 348,797.72 $ 284,218.81
$ 4,413,401.00 $ 604,837.55 $  3,808,563.45
$ 3,391,729.00 $ -
$ 3,212,081.00 $ 352,590.59 $  2,859,490.41
$ 790,000.00 $ 596,210.00 $ 193,790.00
$ 594,170.96 $ 470,621.27 $ 123,549.69
r$ 426,843.00 '$ 50,545.50 $ 376,297.50
$ 41,891.00 $ - $ 41,891.00
$ 1,763,281.00 $ 670,743.04 $  1,092,537.96
$ 1,254,300.00 $ 533,638.86 $ 720,661.14
$ -8 -3 -

$ 136,903.00 $ 136,903.00 $ -

$ 5,558,665.00 $ 1,325,569.13 §  4,233,095.87
$ 1,195,665.00 $ 738,642.58 $ 457,022.42
$ 147,630.00 $ 178,279.32 $ (30,649.32)
$ 338,523.00 $ 307,193.31 $ 31,329.69
$ 10,346,290.00 $ 62,540.00 $ 10,283,750.00
$ 279,272.00 $ 162,364.47 $ 116,907.53
$ 1,707,501.00 $ 159,604.59

$ 1,561,863.00 $ 513,730.32

$ 790,582.00 $ - $ 790,582.00
$ - $ - 8 -

$ 39,247,987.49 $ 7,952,704.92 $ 25,307,524.48

Purchase orders, contracts, and other

commitments for the expenditure of moneys are recorded in order to reserve a portion of the applicable
appropriation. Encumbrances lapse at the end of the fiscal year and may be re-encumbered the following

year. The following encumbrance amounts were re-encumbered by fund on September 1, 2022:

Fund

General Fund

ASB Fund

Capital Projects Fund
Transportation Vehicle Fund

Amount

$ 4,098,750
$ 22,405
$ 7,779,695
$ -0-
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NOTE 8: REQUIRED DISCLOSURES ABOUT CAPITAL ASSETS
The District’s capital assets are insured in the amount of $150,000,000 per occurrence for fiscal year 2021-22.

In the opinion of the District’s insurance consultant, the amount is sufficient to adequately fund replacement of
District property assets.

NOTE 9: REQUIRED DISCLOSURES ABOUT LONG-TERM LIABILITIES
Long-Term Debt

The following information represents the district’'s long-term liabilities, other than compensated absences,
leases, and net pension liabilities.

Changesin Long Term Liabilities

Balance at Balance at -
Due within
September 1, Increases Decreases August 31, One Year
Governmental Activities 2021 2022

General Obligation Bonds - Voted $213,156,000 $ 39,730,000 $ 18,260,000 $234,626,000 $ 31,470,000
General Obligation Bonds - Non Voted 2,660,000 - 2,660,000 - -

Notes from Direct Borrowing and
Direct Placement - - - -
Total $215,816,000 $ 39,730,000 $ 20,920,000 $234,626,000 $ 31,470,000

The district chose to completely defease the balance of its non-voted, general obligation debt during this
current year. Funding for the defeasement came from the general fund.

The district issued new, general obligation bonds of $39,730,000 on December 7, 2021. Proceeds will be used
by the capital projects fund.

Bonds payable at August 31, 2022, are comprised of the following individual issues:

OUTSTANDING GENERAL OBLIGATION BONDS

Amount

Authorized and Issue Dates Maturity Dates Interest Rates Amour'1t
Outstanding
Issued

Governmental Activities:
2010 Refunding 12,995,000 11/4/10 12/1/22 2.00%-3.00% 1,510,000
2010 QSCB 15,000,000 11/4/10 12/1/26 5.127% 15,000,000
2012 Refunding 14,600,000 3/28/12 12/1/22 4.00-4.625% 1,800,000
2012A Refunding 19,370,000 10/25/12 12/1/24 2.00-4.00% 5,860,000
2013 Building Fund 14,620,000 5/1/13 12/1/32 2.00-5.00% 11,725,000
2015 Refunding 37,995,000 11/19/15 1211127 3-5% 14,730,000
2017 Building Fund 74,906,000 27117 12/1/36 3-5% 58,266,000
2018 UGO Bonds 72,200,000 10/30/18 12/1/29 3-5% 51,155,000
2019 UGO Bonds 44,720,000 12/10/19 12/1/38 3-5% 34,850,000
2021 UGO Bonds 39,730,000 12/7/21 12/1/24 4.00% 39,730,000

$ 346,136,000 $ 234,626,000

Page 63



Annual installment requirements vary from issue-to-issue. The following is a schedule of annual
requirements to amortize debt as of August 31, 2022:

Debt Service Requirement to Maturity

Year Ending General Obligation Bonds

August 31, Principal Interest Total
2023 $ 31,470,000 $ 9,558,325 $ 41,028,325
2024 37,015,000 8,082,925 45,097,925
2025 15,535,000 6,922,175 22,457,175
2026 13,051,000 6,228,675 19,279,675
2027 15,280,000 5,524,775 20,804,775
2028-2032 63,950,000 16,931,300 80,881,300
2033-2037 39,995,000 7,856,188 47,851,188
2038-2042 18,330,000 727,800 19,057,800
$ 234,626,000 $61,832,163 $ 296,458,163

Per 39.36.020 Revised Code of Washington, subparagraphs (3) and (4), additional debt beyond three-
eighths of one percent of the value of the taxable property can only be incurred by an authorized 3/5 of the
vote and the total limit of indebtedness may only be up to 5% of assessed valuation for additional voter
approved bonds for capital outlays. The district's 2022 remaining debt capacity has been calculated at

$1,546,389,676.

NOTE 10: INTERFUND BALANCES AND TRANSFERS

The following table depicts significant interfund transfer activity:

Transferred From

Transferred To (Fund)

(Fund) 535 or 536 965 9900 or 9901 Amount Description
General Fund Debt Service Fund $2,182,476.25 Defease limited general obligation
debt, issued in 2015.
Capital Projects Fund Debt Service Fund $1,789,099.69 Debt Service of limited general

obligation bonds issued in 2008

Transportation Fund Debt Service Fund $648,210.59 Debt Service of limited general
obligation bonds sold for
acquisition of buses in 2015.

Capital Projects Fund General Fund $472,489.50 Salaries and consultants paid from

the General Fund that relate to
major technology and energy
initiatives.

TOTALS

$5,092,276.03
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In addition, interfund activities often consist of reimbursements to the general fund due to salary obligations
and other expenditures budgeted and properly chargeable to other funds. These transactions are often posted
directly to expenditures within the appropriate fund, and then, as a credit to the general fund. Funding for the
expenditure is transferred through the district “due from other funds” and “due to other funds” accounts.
Balances at the end of the year that reflect these types of interfund activities, as well as, operating transfers
that have not yet been funded is as follows:

Due From Due To
Fund Other Funds Other Funds
General $ 264,712 $ 234,644
Capital Projects 88,080 253,171
Debt Senice - -
Special Revenue (ASB) 146,549 11,525
Transportation - -
Private Purpose Trust - -
TOTAL $ 499,341 $ 499,341

NOTE 11: ENTITY RISK MANAGEMENT ACTIVITIES

General Insurance Information

Kent School District is a member of Schools Insurance Association of Washington (SIAW). Chapter 48.62
RCW authorizes the governing body of any one or more governmental entities to form together into or join a
program or organization for the joint purchasing of insurance, and/or joint self-insuring, and/or joint hiring or
contracting for risk management services to the same extent that they may individually purchase insurance,
self-insure, or hire or contract for risk management services. An agreement to form a pooling arrangement was
made pursuant to the provisions of chapter 39.34 RCW, the Interlocal Cooperation Act. The program was
formed on September 1, 1995, when seven mid-sized school districts in the State of Washington joined
together by signing an Interlocal Agreement to pool their self-insured losses and jointly purchase insurance
and administrative services. Membership as of August 31, 2022 includes 36 school districts.

The program allows members to jointly purchase insurance coverage and provide related services, such as
administration, risk management, claims administration, etc. Coverage for Wrongful Acts Liability,
Miscellaneous Professional Liability, and Employee Benefit Liability is on a claims-made basis. All other
coverages are on an occurrence basis. The program provides the following forms of group purchased
insurance coverage for its members: Property, Earthquake, General Liability, Auto Liability, Equipment
Breakdown, Crime, Wrongful Acts Liability, and Cyber Liability.

The program acquires Liability insurance through their administrator, Clear Risk Solutions, which is subject to
a per-occurrence self-insured retention (SIR) of $350,000. Members are responsible for a standard deductible
of $5,000 for each claim (some member deductibles vary), while the program is responsible for the $350,000
SIR. Insurance carriers cover insured losses over $355,000 to the limits of each policy. Since the program is
a cooperative program, there is a joint liability among the participating members towards the sharing of the
$350,000 SIR. The program also purchases a Stop Loss Policy with an attachment point of $8,170,808, which
is fully funded in its annual budget.

Property insurance is subject to a per-occurrence self-insured retention (SIR) of $350,000. Members are
responsible for a $10,000 deductible for each claim (some members deductibles vary), while the program is
responsible for the remaining $350,000 SIR. Insurance carriers cover insured losses over $360,000 to the
limits of each policy. Equipment Breakdown insurance is subject to a per-occurrence deductible of $10,000.
Members are responsible for the deductible amount of each claim.
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Privacy, Security, and Technology (Cyber) insurance is subject to a per-occurrence SIR of $250,000. Members
are responsible for a $25,000 deductible for each claim, while the program is responsible for the remaining
$22Fees paid to the third-party administrator under this arrangement for the year ending August 31, 2022.
Were $3,244,410.5,000 SIR.

Members contract to remain in the program for one year and must give notice before December 31 to terminate
participation the following September 1. Renewal of the Interlocal Agreement occurs automatically each year.
Even after termination, a member is still responsible for contributions to the program for any unresolved,
unreported, and in-process claims for the period they were a signatory to the Interlocal Agreement.

The program is fully funded by its member participants. Claims are filed by members with Clear Risk Solutions,
which has been contracted to perform program administration, claims adjustment and administration, and loss
prevention for the program. Fees paid by all members to the third-party administrator under this arrangement
for the year ending August 31, 2022 were $3,244,410.

A board of directors, consisting of eight members, is selected by the membership from the east and west side
of the state and is responsible for conducting the business affairs of the program. The Board of Directors has
contracted with Clear Risk Solutions to perform day-to-day administration of the pool. The program has no
employees.

The district paid $2,894,605 in premiums and claims to the Schools Insurance Association of Washington for
insurance coverage from September 1, 2021, through August 31, 2022.

Unemployment Compensation

The district self-insures for unemployment compensation. Actual employee claims are paid by the State of
Washington Department of Employment Security, and then, reimbursed by the district to the state. Funds are
set aside as a potential liability in the general fund for payment of claims from the state due to lost work, layoffs,
or similar claims.

As of August 31, 2022, the funds set aside by the district for payment of future unemployment loss claims was
$262,346. This balance is the district's best estimate, based on available information of what could be
expected in the near future.

Workers’ Compensation

The district self-insures claims from injuries incurred on the job. The district contracts with a third party to
administer the claims. Funds are set aside as a potential liability in the general fund for payment of claims due
to work-related injuries.

At August 31, 2022, the amount the district has set aside for workers’ compensation claims is $3,679,394. The
district feels this is more than adequate funding to meet surety requirements and any claims that could be
expected in the near future.

The district, also, carries insurance to cover excess workers’ compensation claims. The following table is a
summary of the insurance policies in effect during the fiscal year:

Insurer Period of Insured’s Maximum Limit of Premium Paid
Coverage Retention Occurrence/Indemnity
Requirement
Star Insurance 09/01/2021 - $500,000 $1,000,000 $196,103
Co. 08/31/2022
Star Insurance 09/01/2022 — $500,000 $1,000,000 $118,782
Co. 08/31/2023
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The district pays various required workers’ compensation assessments directly to the State of Washington
Department of Labor and Industries:

The district pays a 2™ injury assessment, based on claims paid. The district paid $25,178 for this
assessment from the state for the time period October 2021 — September 2022.The Second-Injury
Fund Assessment provides for relief of claims that have been granted second-injury relief. In order to
qualify for Second-Injury Fund relief, a worker’s disability must be partially attributed to a prior injury,
or pre-existing condition. Relief is provided for any claim that is granted a total permanent disability
award (pension). The fund also provides for job modifications. The rate is determined on a fiscal-year
basis.

The district pays a supplemental pension and asbestos assessment, in accordance with RCW
51.12.102. The district paid $759,286 for this assessment from the state for the time period October
2021 — September 2022. The Supplemental Pension Fund Assessments cover increases in claims
costs due to cost-of living increases adjustments (COLAs), covers claims costs for asbestos-related
diseases, and pays for benefits until the liable self-insured employer(s) is identified. The assessment
for each of these funds is combined into one rate, and is based on reported worker hours. This rate

is determined on a calendar year basis.

The district’s self-insurance activities are briefly summarized in the chart below:

Kent School District FY 2022

Unemployment
Compensation

Workers
Compensation

Liability Insurance

District Program Manager

Matthew Tardif

Matthew Tardif

Matthew Tardif

Washington State
Department of

Schools Insurance of

its self-insurance program? (yes or
no)

Employment Security Washington (STAW)
Partner/Provider (ESD) determines N/A includes 40 WA school
eligibility & processes districts, and is governed
claims; the district by an 8 member Board.
reimburses expenses.
Self Insurance Program Type Reimbursable (individual) Indw1dual self- R}Sk .POOl n Schqol
insurance District Cooperative
Does the local government allow
another separate legal entity into No No Yes (district cooperative)

How are claims administered? (ex:
Contracted Third Party
Administrator (TPA), Internal
Staff, etc?)

Kent School District Staff

TPA: Eberle Vivian

TPA: Clear Risk Solutions

Employee salary deduction?

No

Yes

No (Not a benefit to
employees)

Total amount of premiums and
claims paid during the period

$115,752

$1,881,831

$2,894,605

NOTE 12: PROPERTY TAXES

Property tax revenues are collected as the result of special levies passed by the voters in the District. Taxes
are levied on January 1. The taxpayer has the obligation of paying all taxes on April 30 or one-half then and
one-half on October 31. Typically, slightly more than half of the collections are made on the April 30 date. The
October 31st collection is not available in time to cover liabilities for the prior fiscal period ended August 31st.
The remaining property taxes receivable are measurable as of August 31st, but are not considered available
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to pay the liabilities current as of August 31st. For that reason, property taxes levied as of January 1st of the
current fiscal year, but paid after August 31st, are recorded as a deferred inflow of resources.

In February 2022, voters approved the renewal of a General Fund Educational Programs and Operations
Excess Levy effective for calendar years 2023 through 2024, which provided taxing authority in the amount
of $152.5 million over the two years.

Also, in 2018, voters passed a 6-year special capital improvement/technology levy (2019 through 2024) in the
amount of $146.0 million.

Tax Abatements and Exemptions

King County provides tax abatement through three programs, that would affect the District, as well - the Current
Use Program, the Historic Preservation Program, and the Single-family Dwelling Improvement Program. These
programs are property tax abatements:

e The Current Use Programs provide property tax abatements to landowners to voluntarily preserve
open space, farmland or forestland via four programs on their property pursuant to RCW 84.33.130
and RCW 84.34.010.

e The Historic Preservation Program provides property tax abatement through the legislature's
encouragement to maintain, improve and preserve privately owned historic landmarks pursuant to
Chapter 84.26 RCW.

e The Single-family Dwelling Improvement Program provides property tax abatement to encourage
home improvements to single-family dwellings under RCW 84.36.400.

The district’s fiscal year for tax abatements bridges two of King County’s fiscal years. King County reports the
following property tax abatements that pertain to the district. A proportion of each of these total abatements
would have been a factor in the total property taxes shown collected by the district in the current fiscal year
being reported by the district ending August 31, 2021:

e $159,500 for the County’s fiscal year ending December 31, 2021.

e $154,157 for the County’s fiscal year ending December 31, 2022.

In accordance with RCW 84.36 and WAC 458-16A, King County offers a property tax exemption to senior
citizens as of December 31%! of the filing year, and disabled persons that meet certain thresholds. You must
be the owner and occupant of a single family dwelling, mobile home, or one unit in multiple-unit housing, and
have a combined disposable income meeting certain thresholds (including income of spouse and co-tenant).
Your household income determines the amount of the exemption from regular property taxes or excess levies.

The district participates in the following King County programs that provide tax exemptions for senior citizens:
e Senior Citizens/Disabled Exemption — Senior citizens meeting certain other criteria may be exempted
from the district’s property taxes, if their median household income is $58,423 or lower.
e Senior Citizens/Disabled Deferral -- Senior citizens meeting certain other criteria or retired because of
a physical disability and have annual household disposable income of $67,411 or less for the previous
year, may qualify for deferral of property taxes. Any unpaid past year taxes can also be deferred,
providing you owned the property during those years. Deferred taxes plus accumulated interest
become a lien on your property until the total amount is repaid.

The district estimates that $1,497,549 of property taxes was exempted for senior citizens in tax year 2022 and
$1,678,227 in tax year 2023. Taxes are collected on a calendar year. Consequently, the district’s fiscal year
would have been partially affected by both years.

More information on the King County senior citizen exemption and deferral programs can be found at the
following website:
https://www.kingcounty.gov/depts/assessor/TaxRelief.aspx
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NOTE 13: JOINT VENTURES AND JOINTLY GOVERNED ORGANIZATIONS

The District is a member of the King County Director’s Association (KCDA). KCDA is a purchasing cooperative
designed to pool the member districts’ purchasing power. The board authorized joining the association by
signing Articles of Agreement dated May 29, 1974, and has remained in the joint venture ever since. The
District’s current equity of $388,549.83 is the accumulation of the annual assignment of KCDA’s operating
surplus based upon the percentage derived from KCDA'’s total sales to the District compared to all other
districts applied against paid administrative fees. The District may withdraw from the joint venture and will
receive its equity in ten annual allocations of merchandise or 15 annual payments.

Purchases for the calendar year 2022 totaled $2,275,901. Financial reports of the purchasing cooperative
may be obtained from the King County Director’s Association, 18639 80" Avenue S., Kent, WA 98064

NOTE 14: FUND BALANCE CLASSIFICATION DETAILS

The District’s financial statements include the following fund balance amounts presented in the aggregate:

Fund Balance Classification Detail

General
Fund

ASB
Fund

Capital
Projects
Fund

Debt
Service
Fund

Transportation
Vehicle
Fund

Permanent
Fund

Nonspendable Fund Balance:
Inventory and Prepaid Items
Trust Principal
Restricted Fund Balance:
For Other Items
For Fund Purpose
For Carryover and Restricted Revenues
For Carryover of Food Service Revenue
For Debt Service
Restricted from Bond Proceeds
Restricted from State Proceeds
Restricted from Federal Proceeds
Restricted from Other Proceeds
Restricted from Impact Fees
Committed Fund Balance:
Committed from Levy Proceeds
Assigned Fund Balance:
Other Purposes
Fund Purposes
Unassigned

Unassigned Remaining Fund Balance

S

300 $

$ - S

$ 4,504,321

165,000

260,018

2,228,422

1,467,139

2,855,894

4,004,325

23,745,911

46,500,032

152

(9,406,044)

2,623

5,314,939

36,248,515

23,420,870

1,208,835

27,893

Unassigned for Minimum Fund Balance Policy

22,265,220

8,483,073

Total Fund Balance

$65,793,721

$ 2,228,722 $79,869,052 $23,745911 S 1,467,139 $

192,893
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Assignments for other purposes in the general fund are:

e School budgets — Purchase order carry-over and miscellaneous expenses $1,000,000
e Worker's compensation and liability surety $2,000,000
e Contractual leave cash outs already earned by employees that could be claimed $2,021,135
e Completion of school district re-boundary process $5,000,000
e Strategic Plan revision and implementation $1,000,000
e Enrollment Stabilization Funds, spent by August 31, 2023 $9,399,735
e  Curriculum adoption and implementation cycle $3,000,000

TOTAL $23,420,870

The School Board and district administration are committed to maintaining an unassigned general operating
fund balance sufficient to provide stability of programs and to maintain sound financial practices. On June 1,
2009, the School Board adopted Policy No. 6002 — Minimum Fund Balance, which provides a target of
minimum fund balance equal to 5% of the previous year general fund expenditures. The 2022-2023 budget
was adopted with a budgeted total ending fund balance of $46,897,664 or 10.6% of previous year General
Fund expenditures.

NOTE 15: POST-EMPLOYMENT BENEFIT PLANS OTHER THAN PENSION PLANS—BOTH IN
SEPARATELY ISSUED PLAN FINANCIAL STATEMENTS AND EMPLOYER STATEMENTS

457 Plan — Deferred Compensation Plan

District employees have the option of participating in a deferred compensation plan as defined in §457 of the
Internal Revenue Code that is administered by the state deferred compensation plan.

403(b) Plan — Tax Sheltered Annuity (TSA)

The District offers a tax deferred annuity plan for its employees. The plan permits participants to defer a portion
of their salary until future years under two types of deferrals: elective deferrals (employee contribution) and
non-elective contribution (employer matching).

The District complies with IRS regulations that require school districts to have a written plan to include
participating investment companies, types of investments, loans, transfers, and various requirements. The plan
is administered by TSA Consulting. The plan assets are assets of the District employees, not the school district,
and are therefore not reflected on these financial statements. For the year ended August 31, 2022, the District
made $168,323 in employer matching contributions to the plan.

Flexible Spending Plan

Under Section 125 of the Internal Revenue Service Code, the district implemented an employee benefit plan
on January 1, 1990. This plan includes provisions for sheltering from withholding taxes unreimbursed medical
expenses, dependent care expenses, and other qualified benefits such as health insurance premiums. The
district is the administrator of the plan and has contracted with a service company in order to carry out the
program requirements in an efficient and effective manner.

NOTE 16: TERMINATION BENEFITS

Compensated Absences

Sick Leave

Employees earn sick leave at a rate of 12 days per year. Under the provisions of RCW 28A.400.210, sick

leave accumulated by district employees can be reimbursed at death or retirement at the rate of one day for
each four days of accrued leave, limited to 180 accrued days. This statute also provides for an annual buy out
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of an amount up to the maximum annual accumulation of 12 days. For buy-out purposes, employees may
accumulate such leave to a maximum of 192 days, including the annual accumulation, as of December 31 of
each year.

A long-term liability is recorded for vested employees that the district considers may, over time, cash out sick
leave due to termination. This potential termination liability for sick leave is recorded as a long-term debt
liability on the Schedule of Long-Term Liabilities for the general fund. Expenditures for potential termination
liability due to sick leave are recorded when accrued. Due to considerations of prior employment credits in the
state’s retirement system, the district is unable to determine which employees are actually eligible for
retirement at the end of a given fiscal year. The district assumes that all employees over the age of 55 are
vested and will become eligible for retirement, and so calculates an estimated vested sick-leave liability of one
hour for each four hours of accrued sick-leave for all current employees over the age of 55 as of the end of the
fiscal year. The amount of accrued sick leave reflected as a long-term liability as of August 31, 2022 is
$6,090,247. Of this amount, $678,894 is estimated will be cashed out within the next year.

Vacation Leave

An employee can be compensated for earned vacation leave up to 320 to 400 hours at any time upon
termination, depending on the bargaining group. For this reason, all accrued vacation leave for employees is
recorded as a long-term debt liability on the Schedule of Long-Term Liabilities for the general fund, up to the
320 to 400 hours maximum. Expenditures for vacation leave is recorded when earned. The amount
reflected as a long-term liability for accrued vacation leave as of August 31, 2022 is $3,885,250. Of this
amount, $3,185,905 is estimated may be used or cashed out in one year. However, some vacation leave will
be cashed out at termination or per other provisions of bargaining agreements, and the district has assigned
$2,021,135 of its fund balance for what is expected to be cashed out in one year.
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KENT
SCHOOI
DISTRICT

CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER
UNIFORM GUIDANCE

Kent School District No. 415
September 1, 2021 through August 31, 2022

This schedule presents the corrective action planned by the District for findings reported in this

report in accordance with Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance).

Finding ref number: [Finding caption:

2022-001 The District did not have adequate internal controls for
ensuring compliance  with  requirements for  time-and-effort]
documentation.

Name, address, and telephone of District contact person:
Benjamin Rarick, Associate Superintendent of Finance
12033 SE 256th

Kent, WA 98031

Corrective action the auditee plans to take in response to the finding:

The Grants Administrator, under the supervision of the Director of Budget, will do interim and

vear-end reviews to identify any instances of positions funded by multiple federal funding
sources for the purpose of assessing applicability of multi-cost objective T&E requirements and
following through as appropriate. The Grants Administrator, under the supervision of the
Director of Budget, and in collaboration with the program administrator, will initiate time &
effort documentation in every case where there is debatable fact pattern, with the intent of
adopting an “abundance of caution” approach to T&E, and will additionally seek written
clarification from OSPI and/or the ESD in instances where T&E requirements are not
dispositive from the relevant federal compliance supplements and guidance documents.

Anticipated date to complete the corrective action: October, 2024
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Finding ref number: [Finding caption:
2022-002 The District did not have adequate internal controls for
ensuring compliance with federal procurement requirements.

Name, address, and telephone of District contact person:
Benjamin Rarick, Associate Superintendent of Finance
12033 SE 256th

Kent, WA 98031

Corrective action the auditee plans to take in response to the finding:

The Procurement Manager, under the supervision of the Assistant Director of Business
Services, will develop a communication and standard acknowledgement by vendors certifying
that the pricing offered was accepted under the cooperative agency named on the purchase
order. The procurement team will additionally verify that local, state and federal competitive
bid process was followed by the cooperative agency. The relevant Program Manager and the
Procurement Manager will be jointly responsible for requesting and securing this backup for
the purchase if the situation dictates. The relevant program manager, under the supervision of
their supervisor, and in collaboration with the Procurement Manager and the Grants Manager,
will perform interim and year-end reviews to identify purchases coded to federal funding
sources to ensure the existence of proper bid documentation, and to ensure the expense is
properly coded and not more appropriately charged to a different revenue source.

Anticipated date to complete the corrective action: October, 2024

Finding ref number: [Finding caption:

2022-003 The District did not have adequate internal controls for
ensuring compliance with allowable activities and costs, procurement,
and restricted purpose requirements.

Name, address, and telephone of District contact person:
Benjamin Rarick, Associate Superintendent of Finance
12033 SE 256th

Kent, WA 98031

Corrective action the auditee plans to take in response to the finding:

As of the date of this Report, the district has already made its final claims under the Electronic
Connectivity Fund (ECF) Program. Accordingly, the district will await further guidance from
the FCC and OSPI to understand what additional steps or corrective actions are necessary by
KSD to ensure compliance.

Anticipated date to complete the corrective action: October, 2024
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
¢ Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS Manuals (GAAP and . )
cash), and find reporting templates e Toll-free Citizen Hotline:

e [ earn about our training workshops (866) 902-3900

and on-demand videos

e FEmail:

e Discover which governments serve you
webmaster(@sao.wa.gov

— enter an address on our map
e Explore public financial data
with the Financial Intelligence Tool
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http://www.sao.wa.gov/
https://sao.wa.gov/about-audits/find-your-audit-team/
https://sao.wa.gov/about-public-records/
https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/
https://sao.wa.gov/bars-annual-filing/bars-cash-manual/
https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
https://sao.wa.gov/bars-annual-filing/filing-training-and-workshops/
https://sao.wa.gov/improving-government/improvement-training-videos/
https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov
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